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A
Chesapeake

ENERGY

Brett Loflin
Regulatory Compliance
Specialist

February 4, 2008

. Ms. Cindy Raines

~ . WV Oil and Gas Conservation Commission
601 57" Street

~ Charleston, WV 25304

Re: IDocketho.179 y

Dear Ms. Raines:

As you are aware, Chesapeake Appalachia, L.L.C. (“Chesapeake”) was granted special
field rules that allowed it to drill 75 feet of rat-hole into the Onondaga Limestone in order
to facilitate completing and producing the Marcellus Shale in several areas of West
Virginia. Chesapeake drilled the wells listed on attachment A in the area covered by
Docket No. 179, Cause No. 164, Order No. 1. Please accept the attached affidavit
confirming that Chesapeake has not perforated or produced any formation below the

- base of the Marcellus shale in the wells listed on Attachment A. Also, enclosed you will
find ‘copies of an electric log for each well indicating the perforation depths. If you have
any questions please contact me at 391-5518.

Sincerely,

Nz

Bret i

Chesapeake Energy Corporation
P. O. Box 6070 ¢ Charleston, WV 25362-0070  (304) 391-5518 » (304) 353-5231 fax



AFFIDAVIT

Affiant, Michael John, being first duly sworn, states the following:

1

| am a Vice President-Operations, Eastern Division, for Chesapeake Appalachia,
L.L.C. (hereinafter "Chesapeake").

As Vice President-Operations, Eastern Division, my responsibilities include general
oversight of departments responsible for the completion and drilling of Chesapeake
wells and the regulatory compliance of those wells.

| have reviewed a copy of the attached electric log showing the perforation depths of
the wells listed on Attachment A.

I hereby confirm that Chesapeake has not perforated or produced any formation
below the base of the Marcellus Shale in the wells listed on Attachment A.

Further, Affiant saith not. /M m S

‘ Michagl John
STATE OF WEST VIRGINIA
COUNTY OF KANAWHA, to-wit:
Taken, subscribed and sworn to before me this _11 day of _ February , 2008.

ﬂz@zq Posd

ﬂNotary Public

My commission expires __November 18, 2008
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Attachment A

List of wells that were drilled in compliance with Docket 179, Cause 164, Order
#1.

APl Number Well Number
045-02038 826678
045-02020 826646
049-01438 826644
039-06020 826626
045-02018 826609
045-02017 826608
045-02030 826606
045-02008 826605
045-02007 826604
045-02016 826603
045-02006 826601
043-03324 826591
045-02028 826548
045-02027 826547
043-03322 826522
043-03321 826521
045-01998 826514
043-03327 826495
045-02002 826493
045-01973 826492
045-01981 826491
045-01972 826490
045-01980 826489
045-01979 826488
045-02019 826486
043-03314 826431
043-03326 826429
043-03308 826267
043-03323 826264
043-03318 826147
005-00075 804069
045-01828 825789
045-01991 825906

045-01992 825912




BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

IN THE MATTER OF THE REQUEST BY
CHESAPEAKE APPALACHIA, L.L.C., FOR AN

ORDER FROM THE COMMISSION ESTABLISHING

SPECIAL FIELD RULES IN BOONE, KANAWHA, DOCKET NO. 179
LINCOLN, LOGAN AND MINGO COUNTIES, WEST CAUSE NO. 164
VIRGINIA, COVERING NESTLOW, BRANCHLAND, :
HAGER, JULIAN, GRIFFITHSVILLE, RADNOR, " ORDER NO. 1

KIAHSVILLE, RANGER, BIG CREEK, MUD, WEBB,
WILSONDALE, TRACE, CHAPMANVILLE, KERMIT
NAUGATUCK, MYRTLE, HOLDEN WILLIAMSON,
DELBARTON AND BARNABUS QUADRANGLES.

REPORT OF THE COMMISSION

Chesapeake Appalachia, L.L.C. (“Chesapeake”) requested a hearing before the
Commission for the establishment of special field rules covering all acreage it now owns
or controls or may acquire in the future within the area shown on the map attached
hereto as Exhibit “A” and incorporated herein by reference, which designated area is
located in Boone, Kanawha, Lincoln, Logan and Mingo Counties, West Virginia.
Chesapeake wishes to drill wells in the special field rule area in order to produce from
the Marcellus Shale formation and other shallower formations. Although the Marcellus
Shale is a “shallow” formation, Chesapeake proposes to drill up to 75 feet into the
Onondaga Group to enable the logging and completion of the entire Marcellus Shale
section. Chesapeake will not perforate or complete any formation below the base of the
Marcellus Shale formation; however, by definition, since the proposed wells will be
drilled in excess of twenty feet into the Onondaga Group, they will be considered deep
wells. Therefore, Chesapeake requested that the Commission set spacing for any
proposed wells drilled by Chesapeake under these special field rules to conform to the
following: 1,000’ between wells and 50’ from a lease line or unit boundary.

FINDINGS OF FACT

1. Applicant, Chesapeake, is an operator within the meaning of paragraph (4)
subsection (a) of West Virginia Code §22C-9-2.

2. Chesapeake currently owns or controls approximately 427,000 acres of leasehold or
oil and gas interests in the area for which special field rules have been requested as
shown on Exhibit “A”, which area is located in Boone, Kanawha, Lincoin, Logan and
Mingo Counties of West Virginia. Chesapeake may acquire additional acreage
within this area in the future. One of the target formations in this area is the
Marcellus Shale, which lies directly above the Onondaga Group. Chesapeake
wishes to drill wells in the special field rule area utilizing up to 75 feet of rat hole in




the Onondaga Group. Chesapeake’s witnesses testified that 75 feet of rat hole is
necessary to effectively log, complete, and produce the wells in the Marcellus
formation. The 75 feet of rat hole will allow Chesapeake to get cementing tools,
logging tools, casing and tubing, and perforating tools to a sufficient depth below the
Marcellus formation to effectively develop the natural gas reserves from the
Marcellus formation in a safe and efficient manner. Without the additional rat hole,
the Marcellus Shale cannot be completed through its entire interval and reserves of
natural gas may not be produced.

. Chesapeake’s witnesses stated that the Onondaga Group would not be produced or
completed in any wells without additional approval from the Commission.

. It would not be prudent to develop the Marcellus Shale reserves under the spacing
requirements imposed on deep wells because recoverable reserves would be left in
place. In order to avoid leaving recoverable reserves in place and to provide
flexibility in spotting well locations, exceptions to Operational Rule §39-1-4.2 or the
establishment of special field rules is necessary. Chesapeake’s witness testified
that Chesapeake has approximately 1700 future locations in the special field rule
area. Chesapeake is requesting special field rules from the Commission as it is the
most cost effective and administratively efficient manner in which to address the
issues faced in drilling, logging, completing and producing Marcellus Shale wells,
rather than requesting spacing exceptions on case-by-case or a well-by-well basis.

. Chesapeake asked the Commission to set spacing for wells drilled under the special
field rules at a minimum distance of 1,000’ between wells and 50’ from a lease line
or unit boundary. The Commission, however, believed it was more appropriate to
space these wells at a minimum distance of 1,000’ between wells and 100’ from a
lease or unit boundary in order to maintain uniformity with existing special field rules
obtained by Eastern American Energy Corporation covering Marcellus Shale wells,
subject to paragraph 6 below.

. Pocahontas Land Corporation by letter dated May 16, 2007, filed a written objection
to Chesapeake’s request for special field rules. Pocahontas, through counsel,
withdrew its objection but only insofar as it related to this particular hearing based
upon agreement with Chesapeake that in the event a coal seam owner or operator
objected to the proposed drilling or deepening of a well to the Marcellus Shale, then
the terms and provisions of West Virginia Code §22C-8-8 would apply.

. Chesapeake’s witness testified that the Onondaga Group is between 110 feet and
180 feet thick in the area subject to the request for special field rules.

. Chesapeake has complied with the requirements of the statute and Operational Rule
§39-1-6.




CONCLUSIONS OF LAW

1. That due notice of the time, place and purpose of the hearing has been given in all
respects as required by law.

2. Definitions found in §22C-9-2(11-12) state that shallow well means any well drilled
and completed in a formation above the top of the uppermost member of the
“Onondaga Group™ provided, that in drilling a shallow well the operator may
penetrate into the “Onondaga Group” to a reasonable depth, not in excess of twenty
feet, in order to allow for logging and completion operations, but in no event may the
“Onondaga Group” formation be otherwise produced, perforated or stimulated in any
manner, and deep well means any well, other than a shallow well, drilled and
completed in a formation at or below the top of the uppermost member of the
“Onondaga Group”.

3. That Marcellus Shale wells drilled more than twenty feet into the Onondaga Group
are deep wells.

4. That Operational Rule §39-1-4.2 requires that all deep wells drilled shall be not less
than 3,000 feet from a permitted deep well location or from a deep well drilling to or
capable of producing hydrocarbons from the objective pooi of the deep well and no
deep well shall be less than 400 feet from a lease or unit boundary. Operational
Rule §39-1-4.3 allows for an exception to Operational Rule §39-1-4.2 or for the
establishment of special field rules.

5. That pursuant to Chapter §22C, Article 9, Code of West Virginia of 1931, as
amended, the Commission has jurisdiction over the subject matter embraced in said
notice, and the persons interested therein, and jurisdiction to promulgate the
hereinafter prescribed Order.

ORDER

Now, therefore, based on the Findings of Fact and Conclusions of Law, the
request by Chesapeake for the establishment of special field rules is granted upon the
following grounds:

1. The designated area covered by these special field rules is shown on the map
attached hereto as Exhibit “A” and incorporated herein by reference, containing
approximately 570,000 acres.

2. The special field rules apply only to leases or property owned or controlled, now or
hereinafter, by Chesapeake

3. The special field rules shall allow Chesapeake to drill wells in the designated area to
a depth not to exceed 75 feet into the Onondaga Group or to the base of the
Onondaga Group, whichever is shallower. Each well drilled under the special field




rules shall be located a minimum distance of 1,000 feet from each well covered by
this Order and 100 feet from a lease line or unit boundary.

. In the event that a coal seam owner or operator objects to the drilling or deepening
of a well to the Marcellus Shale under these special field rules, then the terms and
provisions of West Virginia Code §22C-8-8 will apply.

. For each well covered by these special field rules, Chesapeake shall submit a deep
well permit application. Upon completion of any well drilled under these special field
rules, Chesapeake shall submit a copy of the open hole log, perforating log and an
affidavit signed by a principal of the company stating that no formation below the top
of the Onondaga Group has been perforated or produced in any manner.
Thereafter, Chesapeake shall not, perforate, frac or otherwise stimulate the
Onondaga Group, unless it subsequently files for, and receives a permit to rework,
deepen or complete the Onondaga Group.

. The Commission waives the requirement that Chesapeake must submit a site safety
plan and hold a pre-spud meeting for the drilling of wells covered by this Order.
However, Chesapeake is required to maintain H,S monitoring equipment on site for
use, if needed.

IN THE NAME OF THE STATE OF WEST VIRGINIA:

OiL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

By: /?%m,w Kkérﬁ-&l

Barry K. Lay,@ommissioner 6
Dated this _| O%day of July, 2007, at Charleston, West Virginia.




BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

IN RE: Chesapeake Appalachia, L.L.C.
Special Field Rules

Docket No. 179
Cause No. 164

Transcript of proceedings taken on the
17th day of May, 2007, at 9:00 a.m., before the 0il and Gas
Conservation Commission, located at 601 57 Street,
Charleston, West Virginia, before Pamela Wood, Certified
Court Reporter, duly certified by the West Virginia Supreme
Court of Appeals, and Notary Public in and for the State of

West Virginia.

PHYLLIS HAYNES EDENS, CCR, INC.

CERTIFIED COURT REPORTERS
Post Office Box 13337
Charleston, West Virginia 25360
(304) 984-3531 WEST VIRGINIA (800) 248-3531




BEFORE THE BOARD OF COMMISSIONERS:

Barry Lay

James Martin
Bob Radabaugh
Anthony Gumm

APPEARANCES:

KEITH E. MOFFATT

SENIOR ATTORNEY

900 Pennsylvania Avenue

Post Office Box 6070

Charleston, West Virginia 25362-0070

RICHARD L. GOTTLIEB, ESQUIRE
Lewis, Glasser, Casey & Rollins
Suite 700, One Valley Square
Post Office Box 1746
Charleston, West Virginia 25326

NICHOLAS S. PRESERVATI, ESQUIRE
Preservati Law Offices

Post Office Box 1431

300 Capitol Street, Suite 1018
Charleston, West Virginia 25325

JEFFREY L. KEIM, CPL

Regional Land Manager

Cabot 011 & Gas Corporation

900 Lee Street East, Suite 1500

Charleston, West Virginia 25301




DAVID B. MCMAHON, ESQUIRE
1031 Quarrier Street, Suite 200
Charleston, West Virginia 25301

KENNETH E. TAWNEY, ESQUIRE
Jackson Kelly
1600 Laidley Tower

Post Office Box 553
Charleston, West Virginia 25322

I N D E X
Witness

BRETT LOFLIN

ED ROTHMAN

ROB SCHINDLER
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24
26
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28
31
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38

39

Examination

(Moffatt)
(Gottlieb)
(Preservati)
(Sullivan)

(Moffatt)
(Gottlieb)
(Preservati)
(MacMahon)

(Comm. Martin)
(Comm. Radabaugh)
(Comm. Lay)
(Moffatt)

(Moffatt)




JEFF CABLE

Commission Exhibits:

o

A, Certified Receipt Cards

. Notice of Legal Advertisement

C. Request from Chesapeake
dated 4-13-7

D, Pre Hearing Notice with Maps

E. Comments Received during 10

F, Comments Received after 10 days

Chesapeake Exhibits:

CHZ2, Affidavit
CH3, Affidavit
CH4, Affidavit
CH5, Affidavit
CHo, Affidavit
CH7, Affidavit

CH8, Map
CHI,
CH10, Map

Reporter's Certificate

CH1, List of Operators

of Publication
of Publication
of Publication
of Publication
of Publication
of Publication

Marked

6
6

0
6
6
-6
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44 (Moffatt)

47 (Comm. Radabaugh)
48 (Tawney)

49 (Preservati)

Admitted

2
2
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CHESAPEAKE EXHIBIT NOS. 1-10 FOR IDENTIFICATION
Said documents were thereupon marked as above indicated and
are attached hereto.

COMMISSIONER BARRY LAY: Before the 0i1 and Gas
Conservation Commission of the State of West Virginia in
the matter of the request by Chesapeake, Appalachia, LLC,
for an order from the Commission establishing special field
rules in Boone, Kanawha, Lincoln, Logan, Mingo and Wayne
Counties of West Virginia. This is docket number 179,
cause number 164.

Let the record show that present are
members of the Commission, Robert Radabaugh, Barry Lay,
Anthony Gumm and James Martin, and Cindy Raines from staff.

I'd Tike to place in the record at this
time a copy of the notice of hearing along with the
certified receipt cards as Exhibit A from the Commission:
the copies of the notice of Tegal advertisement
collectively as Exhibit B; a copy of the request submitted
from Chesapeake dated April the 13th, 2007 as Exhibit C: a
copy of Chesapeake's pre-hearing notice with maps and 1ist
of all of the effected operators as D; a copy of comments
received during the 10 day comment period as E, and

comments received after the 10 day comment period as F.
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Hearing 5-17-07 6

DEPOSITION EXHIBITS A-F FOR IDENTIFICATION
Said documents were thereupon marked as above indicated and
are attached hereto.

COMMISSIONER LAY: At this time, the Commission
will take appearances.

MR. MOFFATT: Yes, my name is Keith Moffatt,
appearing on behalf of Chesépeake Appalachia, and with me
today as witnesses are Brett Loflin, Mr. Ed Rothman, Rob
Schindler and Jeff Cable.

COMMISSIONER RAY: Other appearances?

MR. MCMAHON: David McMahon, a lawyer
representing surface owners.

MR. GOTTLIEB: Richard Gottlieb, here on behalf
of Penn Virginia and due process rights of all produced gas
producers.

MR. SULLIVAN: Ben Sullivan on behalf of Equity
Production Company.

MR. TAWNEY: Kenneth Tawney on behalf of Petro
Ed Resources, WV, LLC, North Star Energy Corporation, and
Trans Energy.

MR. PRESERVATI: Nick Preservati on behalf of
Pocahontas Land Corporation and Argas Energy West Virginia,
LLC.
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Hearing 5-17-07 7

MR. KEIM: Jeff Keim, Cabot Oil and Gas
Corporation.

MR. MULLEN: Chris Mullen, East American Energy
Corporation.

MR. HELDMAN: Roger Heldman, East Resources.

COMMISSIONER LAY: Anyone else?

MR. CUNNINGHAM: Greg Cunningham, Dominion
Exploration and Production. |

COMMISSIONER LAY: Typically, at this time, I
would swear the witnesses, but since we have so many and we
don't know who that is going to be at the time, why don't
we do them individually as we call the witness, if that's
all right.

MR. MOFFATT: Sure.

COMMISSIONER LAY: I want to make sure that we
have that on the record. At this time, Mr. Moffatt, you
can proceed with your case. Call your first witness.

MR. MOFFATT: OQur first witness is Mr. Brett
Loflin.

COMMISSIONER LAY: Will the court reporter
please swear the witness?

(Witness sworn.)
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THEREUPON came,
BRETT LOFLTIN
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:

Q Mr. Loflin, would you please state your

name for the record?

A Brett Loflin.

Q And by whom are you employed?

A Chesapeake Appalachia. LLC.

Q And what is your job title at Chesapeake?
A I'm a regulatory compliance specialist.

Q As a regulatory compliance specialist,
could you briefly describe some of your duties and
responsibilities?

A Basically, anything and everything that
has to do with dealing with state and federal agencies and
the Taws and regulations.

Q Are you familiar with the request filed
by Chesapeake for special field rules here today?

A Yes, I am.

Q There is a map on an easel which has been
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Hearing 5-17-07 9

premarked as Chesapeake Exhibit Number 8, I believe. Now,
is it correct to say that the area shown in red on that
map, is that the area which is encompassed by Chesapeake's
request for special field rules?

A Yes, i1t 1s, with the exception of the
block to the right that's labeled, I think, ECA, special
field rules area. It's also outlined in red.

Q Do you know, approximately, how many
acres are encompassed within that area?

A Approximately 560,000 ackes.

Q Do you know how much acreage is owned or
controlled by Chesapeake within that area?

A 75 percent.

Q Now, would that be the acreage shown in
yellow on the map, which has been pre-marked as Chesapeake
Exhibit Number 87

A Yes.

Q Has Chesapeake made reasonable efforts to
notify operators located within the area of the area
encompassed by its request for special field rules?

A Yes, we have.

Q And could you tell the Commiésion how

many operators Chesapeake has identified?
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Hearing 5-17-07 10
A 80 separate operators.
Q I'm going to hand you a copy of what has

been marked Chesapeake Exhibit Number 1. Would you review
that and let me know if that would be an accurate Tist of
the operators that have been identified?

A Yes, it is.

Q Did Chesapeake send certified mailings to
these operators notifying them of the pre-hearing
conference in this matter?

A Yes, we did.

Q And could you tell us what counties the
land encompassed in Chesapeake's request for special field
rules Ties within?

A Boone, Kanawha, Lincoln, Logan, Mingo and
Wayne.

Q And did Chesapeake publish a notice of
the pre-hearing conference in papers or newspapers
circulated in those counties?

A Yes.

Q ['m going to hand you copies of what have
been pre-marked Chesapeake's exhibits two through six. If
you could review that and let me know if those are

affidavits of publication relating to those newspapers?
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A Yes, they are.

Q I believe it will be two through seven,
since there are six newspaper publications involved; is
that correct?

A That's correct.

COMMISSIONER LAY: Exhibits two through seven?

MR. MOFFATT: That's correct. And, at this
time, I'd offer Exhibits Number 1 through 7 into evidence.

COMMISSIONER LAY: That's fine. We'll accept
them as so.

DEPOSITION EXHIBIT NOS. 1-7 FOR IDENTIFICATION

Said documents were admitted into the record.

MR. MOFFATT: And that's all the questions I
have for Mr. Loflin.

HEARING EXAMINER: Do we have any cross from any
of the --

MR. GOTTLIEB: I don't think I have any cross,
but can I see Exhibit Number 17?

COMMISSIONER LAY: We're going to go off the
record for a minute while they examine the exhibits.

(Break taken.)

MR. GOTTLIEB: I have just one question for Mr.

Loflin.
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EXAMINATION

BY MR. GOTTLIEB:

Q Mr. Loflin, you testified that Chesapeake
owned or controlled 75 percent of the acreage that you're
asking for special field rules for. Does Exhibit Number 1
reflect the entire 25 percent of entities, as far as
Chesapeake knows, that has interest in the affected
acreage?

A As far as we could identify, yes. Anyone
that is not on that 1ist would have been covered by the
legal advertisements.

MR. GOTTLIEB: Thank you.

MR. PRESERVATI: Nick Preservati. Mr. Loflin,
just a couple of quick questions.

EXAMINATION

BY MR. PRESERVATI:

Q Looking at this 1list, did you provide
notice to any individuals that's not on this 1ist via
certified mail?

A No, we did not.

Q So, is it safe to say that neither
Pocahontas Land or Argas Energy were provided notice via

certified mail?
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Hearing 5-17-07 13

A [T they're not on that 1ist, yes, that
would be safe to say.

Q Okay. And, likewise, it would be safe to
say since no coal companies are listed on this Tist, that
they didn't get certified notice as well?

A That would be correct.

MR. PRESERVATI: Thank you.

HEARING EXAMINER: Any other questions? Any
questions from members of the Commission?

COMMISSIONER RADABAUGH: Nothing here.

COMMISSIONER GUMM: No.

COMMISSIONER LAY: I would just Tike to have one
definition with regard to 75 percent owned or controlled.
Can you define what you mean by owned or controlled?

THE WITNESS: Yeah. We either have the acreage
under lease or we own it in fee.

| COMMISSIONER LAY: And that's what's depicted
in, I'm going to assume yellow, in Exhibit 77

THE WITNESS: Yes.

MR. MOFFATT: That would be Exhibit 8.

COMMISSIONER LAY: Exhibit 8, I'm sorry. We
haven't entered that one. You're right, sorry.

MR. SULLIVAN: 1I've got a question for Mr.
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Hearing 5-17-07 14

Loflin. Ben Sullivan with Equitable Production Company.
EXAMINATION

BY MR. SULLIVAN:

Q Mr. Loflin, when you made this
application and noticed the application, when you made the
application, was it your intention to bind the other 25
percent; meaning, the other operators in this acreage, to
special field rules that Chesapeake's applying for here
today?

A It wasn't our intention to bind any other
operators nor to exclude any other operators, either way.

MR. SULLIVAN: Thank you.

COMMISSIONER LAY: Mr. Radabaugh?

MR. RADABAUGH: That satisfies me.

COMMISSIONER LAY: Call your next witness.

MR. MOFFATT: The next witness is Ed Rothman.

COMMISSIONER LAY: Will the court reporter
please swear the witness?

(Witness sworn.)
THEREUPON came,
ED ROTHMAN
appearing as a witness herein, having been duly sworn to

tell the truth, testified as follows:
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EXAMINATION
BY MR. MOFFATT:

Q Mr. Rothman, would you please state your

name for the record?

A Ed Rothman.

Q And by whom are you employed?
A Chesapeake Appalachia.

Q And what is your job title?

A I'm a senior geologist.

Q As a senior geologist, what are some of
your job duties and responsibilities?

A ['m basically responsible for southern
West Virginia, eastern Kentucky and Virginia, as far as
evaluating properties to drill gas and oil wells.

Q Mr. Rothman, are you familiar with the
request being made here today by Chesapeake for special
field rules?

A Yes, I am.

Q And, Mr. Rothman, do you have experience
with wells drilled to the Marcellus formation?

A Yes, I do.

Q And in preparation for your testimony

here today, did you prepare any exhibits?
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A Yes, I did. I prepared the exhibits that
are on the easel.

Q And the first exhibit on the easel is
Exhibit Number 8. Could you please describe to the
Commission what that exhibit demonstrates?

A Exhibit Number 8 is a map that shows the
area that we're requesting special field rules for.
There's a red or rose colored boundary that encompasses the
area where we are requesting the field rules for.

The yellow is acreage that has been
previously said that we own or control in the area. The
rose colored triangles are 2007 wells that we are working
-- currently working on to drill in this area. And the
black dots are existing wells that have already been
drilled in this area.

And then I also included the boundary for
special field rules that ECA applied for and was granted.

Q Mr. Rothman, could you explain to the
Commission why you picked this area or selected this area
for inclusion in Chesapeake’s request for special field
rules?

A This is an area that, you know, we plan

to drill a Tot of wells in. I think this year we're hoping
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to drill 100 wells in this area and then we have identified
another 1,700 locations in this area.

S0, this is an area that Chesapeake is
going to be very active in drilling to and through the
Marcellus in the next few years.

Q And how many planned future Tocations did
you mention Chesapeake has in this area?

A 1,700.

Q Now, you mentioned you had experience or
have expérience in drilling Marcellus formation wells.
Where does the Marcellus formation sit in relation to the
Onondaga formation?

A It sits directly on top of the Onondaga.

Q Now, when drilling a Marcellus formation
well, is it a challenge to not drill more than 20 feet into
the Onondaga”

A It has been a challenge for us to drill
less than 20 feet into the Onondaga. We have sent company
geologists out to try to pick TD, and we pick TD by two
methods; either using a geolograph which shows us our drill
rate. When you hit the Onondaga, the drill rate slows
down, or we look at samples. And it's just been a very

difficult procedure, because the Onondaga is very gradatial

M
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in the area. Sometimes it’s not easily seen with drilled
rate.

And we also have a Tot of problems with
the samples, because sometimes we don't gather enough
samples to truly identify where we're at.

Q Let's talk about logging the Marcellus
formation. Does the 20 foot Timitation for shallow gas
wells - and I'm speaking of the Timitations thét you may
only drill 20 feet into the Onondaga - does that create any
problems for you, as a geologist, when logging the
Marcellus formation?

A We, basically, use two contractors in
this area. One of them is Slumber-Jay and their tool
length is 66 feet, and the other is Allegheny and their
tool length is approximately 34 feet. So, we are only
allowed 20 feet of rat-hole. We end up having to break
tools down, which, you know, adds time in the job. It also
adds extra expense.

Q So, to comply with the 20 foot Timitation
of drilling into the Onondaga, it's necessary to break down
the logging tools to log the Marcellus?

A That's correct.

Q Now, 1in having to do that, does that
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jeopardize at all your ability to log the entire length or
zone, or the entire length of the Marcellus formation?

A It does, because even when we break
Slumber-Jay’s tools down, one run is like 29 feet and the
other run is 35 feet. So, even with breaking their tools
down, we're not able to log the entire Marcellus.

And, also, with Allegheny, on their
second run, they take their gamma ray and run it separately
and there's some information that we do that's based from
the first run, because it exceeds 20 feet in length.

Q Am I correct in saying that if you're not
able to log the entire Marcellus formation, it compromises
the quality of the information you receive and your ability
to evaluate the Marcellus formation?

A That's correct.

Q And then is it correct to say that
because you have poor quality information, it compromises
your ability to complete and crack the Marcellus formation?

A Because we don't log the entire section,
yeah, we don't get a true reservoir characterization of the
entire Marcellus and it might affect us in taking
perforations and how we design our fracs.

Q Would the result of this be that you then
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create a risk of leaving recoverable reserves in the ground
if you're not able to perforate the entire length of the
Marcellus formation?

A That's possible, yes.

Q ['m going to come up here and flip your
chart and show you what's been marked Chesapeake Exhibit

Number 9.

Mr. Rothman, is that an exhibit you

‘prepared in preparation for this hearing?

A Yes, it is.
Q Could you explain what that demonstrates?
A [t's examples of logs that have gone

through the Marcellus well to the right from a Lincoln
County well. 1It's Lincoln County permit number 3246, and
the well to the left is a well that we recently drilled in
Mingo County. It's Mingo 1824.

And you can see on the well on the right
we had permission from the Commission to drill 100 feet
into the Marcellus and we were able to log the entire
Marcellus interval and the top of the Onondaga.

IT you look at the well on the left, you
can see clearly our gamma ray didn't get over the

Marcellus, and it looks like we just barely got through the
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Marcellus on the density information.

And I'm not sure about the temperature,
which is an important tool in shale wells. QOur temperature
tool probably didn't pick up much information on the
Marcellus.

Q In looking at Exhibit Number 9, is it
correct to say then that the information, or the quality of
the information you have on the Tog to the Teft where you
were not able to drill 75 feet into the Onondaga, the
quality is poorer than that on the right where you were
able to drill at least 75 feet into the Onondaga?

A That's correct.

Q And did you also mention by having to
break down your logging tools because of the 20 foot
limitation, would that increase the drilling time and
drilling cost?

A That's correct. 1It's, approximately, an
extra two hours of time and then $2,000 extra; 1,000 to the
1ogging company and then 1,000 is for the rig.

Q And if it's necessary to break down your
1ogging tool to log the Marcellus, does that result in an
additional run down the hole?

A That's correct.




i

Hearing 5-17-07 22

Q Is there any risk in having to do
additional runs down the hole?

A There's always a risk when you stick, you
know, logging tools in a hole that the hole might collapse
or if you get the tool hung up. So, there is actually a
risk. |

Q A1l right. Mr. Rothman, I am going to

show you what has been marked as Chesapeake Exhibit Number

OW 00 ~N O o &~ LW NN =

10. Is that an exhibit that you prepared in preparation

10 for this hearing today?
A Yes, it is.
12 Q Could you please describe what this

—
w

exhibit demonstrates?

—
N

A It is similar to Exhibit Number 8 where

—
o

it shows the area that we're requesting special field rules

for. Our proposed 2007 locations, again, are shown in the

—_ =
~N O

rose colored triangles and all the wells that have been

—
oo

drilled in the area, plus I contoured the Onondaga to the

—
O

top of the Oriskany sandstone and that's where the contours

N
(@]

are.

N
—

Q And does this map then show the thickness

N
N

of the Onondaga in the area where Chesapeake had requested

[\
w

special field rules?
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A Yes, it does.
Q And what is the range of thickness 1in
this area?
A The thickness ranges from less than 110

feet to greater than 180 feet.

Q If Chesapeake is allowed to drill 75 feet
below the Marcellus in this area, would that remain in the
Onondaga formation?

A Yes, it would.

Q And do you know whether or not the
Onondaga formation in this area is capable of commercial
production?

A We do not have any Onondaga production on
any of our acreage and I could not find any Onondaga or
Oriskany production anywhere in that area.

Q If Chesapeake's request for special field
rules is granted, does Chesapeake have any intention to
drill or - excuse me, not drill - complete, perforate and
stimulate any portion of the Onondaga?

A No, we do not.

MR. MOFFATT: I don't have any further questions
for Mr. Rothman and I would offer into evidence Exhibits 8
through 10.
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COMMISSIONER LAY: We'11 accept Exhibits 8, 9
and 10.

DEPOSITION EXHIBIT NOS. 8-10 FOR IDENTIFICATION
Said documents were admitted into the record

COMMISSIONER LAY: Any cross?

MR. GOTTLIEB: I just have a question or two to
clarify as to what I understand the scope of the project
1S.

EXAMINATION

BY MR. GOTTLIEB:

Q Mr. Rothman, I know you're a highly
regarded poet and I was going to ask you to do some
mathematical calculations. I wasn't sure whether that was
within your expertise or not, but this helps a little bit.
As T understand, this is Exhibit 97?

MR. MOFFATT: Exhibit Number 10.

MR. GOTTLIEB: Ten.

BY MR. GOTTLIEB (Resuming):

Q It reflects Chesapeake's proposed
drilling sites for the upcoming year if the Commission
grants the request?

A These are wells that are presently in our

database that are listed as 2007 wells in the system. Some
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may drop out and some may be added.

Q Okay. 1T understand that's subject to the
topography and different --

A Right.

Q -- other considerations, but I believe

you also mentioned that Chesapeake plans on drilling an
additional 1,100 wells within this acreage?

A What I said was, we have 1,700 additional
locations identified that we could drill.

Q And when you say “you could drill,” that
means that Chesapeake believes there might be some
commercially recoverable gas in those Tocations?

A Right, and also we have the spacing to do
that.

Q My overriding question is, assuming that
Chesapeake obtains these special field rules in the spacing
that it has requested and it drills the additional 1,700
wells, is there anyway to calculate how much of this entire
acreage is going to be encompassed in Chesapeake's drilling
of these wells with the surrounding 1,000 foot spacing?

A I would say the majority of them would be
developed.

Q Can you be anymore specific than the
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majority, as you sit here today?

A You know, these wells are going to be
based on economics. So, you know, we might get into an
area where we have locations planned and it doesn't work
out and we don't further develop the area.

So, I mean, this is just a very big part
of our drilling area for West Virginia and we plan to do a
Tot of drilling in the next few years.

Q I understand. I was just, on behalf of
the entities, that the 25 percent, if you will, of gas
producers that have interests encompassing this acreage.
As we sit here today, we don't know whether your proposal -
Chesapeake's proposal - is going to, in effect, space out
any of these other entities’ ability to come in and drill
wells, do we?

A No.

MR. GOTTLIEB: Thank you.

COMMISSIONER LAY: Other cross?

MR. PRESERVATI: One quick question.

EXAMINATION
BY MR. PRESERVATI:
Q Mr. Rothman, you said earlier that you do

not anticipate completing any wells in the Onondaga.
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What's your definition of complete?

A To perforate and stimulate the Onondaga
1imestone.

Q And just to be clear, stimulate it for
what purpose?

A For production, to enhance production.

Q And can you just briefly describe for me,
all of the activity that is anticipated to occur in the
Onondaga is simply to log the Marcellus; is that correct?

A That's correct. From my part, it's,
basically, to give us enough room to correctly pick the top
and also to give us enough room to get Togging tools
through.

Q Okay. And if the special rules weren't
granted and you weren't allowed to go down to 75 feet and
you were only allowed to go down to 20 feet, you would
still be able to drill the wells; you just wouldn't be able
to have all of the logging information that you would
otherwise have?

A That's correct.

MR. PRESERVATI: Thank you. No further

questions.

COMMISSIONER LAY: Mr. McMahon?
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EXAMINATION
BY MR. MCMAHON:
Q When you said spaced out, if these are
considered deep wells, that would be subject to the
adjoining owner's right to, of course, pool some of the

resources. Would that be also correct?

A (No response.)
Q You don't know the answer to that?
A Yeah, I really don't know the answer to

that one.
COMMISSIONER LAY: Other questions? Questions
from the Commission?
EXAMINATION
BY COMMISSIONER MARTIN:

Q Mr. Rothman, you made a comment about how

- you arrived at this boundary, and I think it was something

to the effect that it's an area you anticipate being active
in the future. Can you elaborate on that anymore in terms
of the geology behind that, picking that actual boundary?

A It's been a very productive area for
Chesapeake and its predecessor companies. We have a number
of wells, producing wells, in the area right now. We do

have space to drill additional wells, and we get good
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production. Besides the Marcellus and the rest of the
Devonian shale, there is other reservoirs that we complete
in the area, Barrea, Engine, Big Lime.

SO0, it's just a very good area for our
company and we do have room for a future with all of them.

Q How many wells would you -- I mean, how
many wells do you think exist -- how many wells have been
drilled in that red outline, would you guess? Or if you
don't feel comfortable, that's fine.

A I really don't have an exact number.
Maybe somebody else that is going to testify can answer
that.

Q Would you know, approximately, how many
wells in that red block are below the top of the Onondaga
-- have been drilled below the top of the Onondaga?

A Yeah, if you look on the map - and
there's a 1little legend down there at the bottom - I
indicate a green box that is a data point to use to get the
Onondaga. And in this whole map there's only 25 data
points that went through the Onondaga and into what I
identified as the Oriskany.

Now, I couldn't tell you how many wells

would have just penetrated the Onondaga, but I can tell you
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how many wells that I looked at that generated this path.

Q So, the 25 wells would have actually been
drilled through the entire Onondaga section?

A That's correct.

Q So, your isopach map in this case is

based only on those 25 wells?

A That's correct.

Q You said you didn't know how many wells
perhaps had been drilled into the Onondaga, if I heard you
right?

A Correct.

Q So, you wouldn't know how many of those
wells would be operated or drilled by someone other than
Chesapeake or Chesapeake's -- |

A No, I don't have any knowledge of that.

Q How about the 25 wells? How many of
those are Chesapeake's wells? Would you know that?

A Probably about 10 of them. Some of them
are old deep wells. This is in the area into the Rhome
trough (phonetic) that we drilled or participated with some
companies to drill some deep test wells in here, into the
Rhome trough.

Q You asked for 75 feet in your request and
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at this point what we've heard is that that's based, I
guess, strictly on the logging tool configuration?

A Correct.

Q Is there any magic in that number, 75
feet? 1 heard Allegheny's tools are 69 feet, I think. Is
that just kind of a round number?

A No, the exact length of Allegheny is
33.72. The exact length of Slumber-Jay is 65.8. So, it's

based mainly on the Slumber-Jay tool.

Q Okay. 657
A Yes, 65 or 67.
Q I don't know if you're the person to ask

this question, but would you know, approximately, what the
drainage acreage is for these type of wells?

A Yeah, I think one of our other witnesses
can better answer that.

COMMISSIONER MARTIN: Thank you.

COMMISSIONER LAY: Robert?

EXAMINATION

BY COMMISSIONER RADABAUGH:

Q [ guess it would be safe to assume --
['T1 get back on geo1ogy a little bit. One question that
-- or the point I think he was getting at but didn't get
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totally to it. If you drilled to the bottom of the
Marcellus into the Onondaga and you just do your 20 feet,
or less than 20 feet, and you can't get your logging tool
clear down below the Marcellus, then really it didn't do
you any good to drill the Marcellus, to the bottom of it,
because you're stabbing in the dark; correct?

A You know, it just doesn't allow you to

10og and evaluate it.

Q Right. That's what I'm getting at. I
mean, you're stabbing in the dark?

A Right.

Q You can't adequately log it.

A Correct.

MR. RADABAUGH: That's it.
COMMISSIONER LAY: I just have a couple of
questions.
EXAMINATION
BY COMMISSIONER LAY:

Q You stated that you had potentially 1,700
locations, additional locations, after this year's project?

A Correct.

Q What spacing where those wells determined

upon?
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A Those spacings were based on, I believe,
1,500 feet.

Q 1,500 feet? And those were selected by
you?

A [ selected some of them. We did a study

a number of years ago to determine remaining locations that
we thought would make economic wells and I was one of the
people involved in that, and I did work some in this area,
but I did not do all the work.

Q Okay. I think you mentioned in your
testimony that you weren't aware of any Oriskany or any
Onondaga wells that were productive in this area. Is that
what you said?

A Yeah, I couldn't find any and I used a
couple of sources. The gas atlas that was done GRI, I used
that, and I also used the Oriskany report that was done by
Dudley Cardwell in the "70s, just to find something in
there and I couldn't find anything.

And then we did an in-house search of
this area and we did not find any production in either the
Onondaga or Oriskany that we had.

Q Okay. Your Exhibit 10, that represents

an isopach, you say, of the Onondaga?




O O ~N o O B W NN

N T N T S T R N S e e e e e e
w NN ko W 0N Oy OO NN, o

Hearing 5-17-07 34

A The Onondaga to the top of the Oriskany.
The top of the Onondaga to the top of the Oriskany. So.
it's the entire gross Onondaga.

Q Now, when you're saying Onondaga
interval, does that include the Huntersville or is this
purely all Onondaga?

A It would include the Huntersville, yes.

Q Do you know, specifically, the average
thickness of the Onondaga itself and the average thickness
of the Huntersville within these areas?

A No. I know from looking at some mud Togs
from this area that there is, sure, within what I call the
Onondaga interval. Now, as far as I know, there's no
Huntersville production in this area, either. But there is
certainly present in the Onondaga and Oriskany.

Q In your background, did you look at any
of the inherent structure over the area? I mean, are you
in an area that is highly fractured? Are we potentially
looking at any fracturing within the -- within the area
that you've encompassed here?

A I think I mentioned earlier that this
area, you know, the Rhome trough goes through, which is a

basement feature, and it's formed by, you know, multiple
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faults and there has been movement through time of these
faults. Everything that I Tooked at, you know, I could not
find any -- of these 25 wells that I Tooked at in the
Onondaga interval, you know, I could not find what I would
call productive zone.

Q Even with what you broached as
reactivation, you still haven't seen anything that Ted you
to believe there was any productive intervals?

A You know, one well that I did have a mud
log on had some small shows in there, but, you know, it was
not completed.

Q It wasn't complete, but it was -- so,
therefore, it was not determined whether or not it was
productive, you know, commercially productive?

A Correct.

Q Do you know who the operator of that
particular well was?

A Yeah, it was one of the Exxon deep wells

that Columbia Transmission participated in.

Q And has it subsequently been plugged and
abandoned, are you aware?

A Yes. ‘

Q Okay. Any of the existing wells that
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you've identified here that are in the green, I think you
said that you believe that approximately 10 belong to
Chesapeake?

A Yeah, that's just a guess. Yeah. We
have been active, you know, through time and doing some
deep walls on these Rhome trough type structures. I would
say 10 is a good number.

Q Of those, or of this group of wells, how
many are still currently producing or active wells? Do you
know?

A Well, the wells that cluster up in Wayne
County, is a big six field. So, those are still

producing. but they don't produce out of the Onondaga.

Q Okay.

A Most of the ones elsewhere have been
plugged.

Q Have been plugged?

A Plugged or, let's say, plugged in the
deeper formations with that possibly producing shallower
formations.

Q So, they've potentially recompleted some

of these wells, if not all of them. Is that what you're

saying?
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A Some of them, yes.
Q One of my concerns with this area in

Wayne County, those being big six productions which are on
the boundary or very close to the boundary of your
potential development, those are typically sour producing
gas wells. Are you aware of any others in the areas that
might have contaminated the shallow earth formations in the
Oriskany or Onondaga that might lead to H2S production in
these areas?

A I can't specifically point out which
well. You know, it is a possibility of encountering H2S
gas when you penetrate the Onondaga.

Q And from your isopach, the Oriskany,
let's call it -- the shale on which you penetrate the
Oriskany would be somewhere around 100 to 110 feet?

A Correct.

Q Okay. And those areas are identified in
the central part of contact between Wayne and Lincoln
counties?

A Correct.

COMMISSIONER LAY: Okay. That's all the
questions I have. Anybody else?

MR. MOFFATT: I've got one follow-up question,
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if I may.

COMMISSIONER LAY: Okay.

MR. MOFFATT: I think it follows up to what Mr.
Martin was asking.

EXAMINATION

BY MR. MOFFATT (Resuming):

Q Mr. Rothman, if you Took at the Marcellus
shale formation in the area requested for special field
rules, is it fair to say that you could treat that area as
a single gas field from a geological standpoint?

A Yes. The Marcellus is very similar in
this area as far as the composition in mineralology. The
thickness that we've seen so far goes from about slightly
less than 20 feet in the southwest portion to about 35 feet
in the north. The rocks are very similar.

MR. MOFFATT: Thank you. I don't have any
further questions.

COMMISSIONER LAY: You can call your next
witness.

BY MR. MOFFATT: The next witness is Rob
Schindler.

COMMISSIONER LAY: Will the court reporter

please swear the witness?
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(Witness sworn.)
THEREUPON came,
ROB SCHINDLER
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:

Q Mr. Schindler, would you please state

~ your name for the record?

A Rob SchindTer.

Q And by whom are you employed?

A Chesapeake Appalachia, LLC.

Q And what is your position at Chesapeake?
A Senior drilling engineer.

Q And please describe for the Commission
some of your job duties and responsibilities as a senior
drilling engineer.

A ['m responsible for drilling and
completing wells in our southeast district.

Q In that capacity, you have experience
with wells drilled to the Marcellus formation?

A Yes, I do.

Q And you heard today that if the Marcellus
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well -- if a Marcellus well is drilled as a shallow well,
there is a limitation of being able to only drill about 20
feet into the Onondaga. As a drilling engineer from an
operational standpoint, does that create any problems for
you?

A Yes, it does.

Q Could you please describe for the
Commission some of the problems you face because of the
drilling Timitation?

A Yes. I'l1 just reiterate a couple of
things, but I want to go in chronology order. So, starting
with what Ed touched on, that it is difficult to drill, you
know, exactly 20 feet or something just less than that so
we can get as much space as we can, and Ed talked about the
10gging issues.

I know that Barry made a comment earlier
that it is possible. Yes, it is possible to drill these
wells. Obviously, we, along with other operators have been
doing that. It does create some difficulties, and then
getting on -- once we're done logging, it's difficult to
set that pipe precisely where you need it. Obviously, it

has to be in that 20 foot interval somewhere to be able to

perforate the Marcellus.




OW 0 ~N O O B LW NN

[T D T 5 T A T e T S S S e S e S S S Ce S S = S
W NN P O W O N Yy O WY R o

Hearing 5-17-07 41

You've got a couple of different
measurements. One is a driller's TD. One is a logger's
TD. Typically, there's some discrepancy between those two
and then when you're going into major casing, which one am
I going to set the pipe line.

So, what we have to do is tag bottom with
the casing, the production casing, to ensure that we are at
bottom with that casing.

That creates the problem of 1): you
might plug the end of that casing, creating a cementing _
problem, and you also have to spend the extra time and
money to space out with pop joints at the surface to be
able to set that pipe exactly where you want it in that 20
foot interval below the base of the Marcellus.

Then next becomes the cementing issue.
Like I said, since there's a possibility of plugging the
bottom of the casing when you tag bottom, what we do is we
perforate, run a short coupling on bottom and perforate
that to elleve the potential plugging issue. If you did
plug, obviously, that leaves your pipe full of cement.

So, we perforate that joint and what
that's doing is causing a problem with the cement bond

around the bottom of the casing.
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It will be preferential to Teave a longer
and solid joint below that so that if there's any bypassing
of either displacement water passing the plug or some air
that entered the system while you're washing up for your
change from cement to water, then that 40 foot solid joint
below where the rubber plug lands allow for some space for
that contaminated cement to be instead of it actually
turning the corner, when it's going to turn the corner
right below that plug in the slotted joint the way we're
currently having to operate on these Marcellus wells.

And then after the cementing, the same
problems that Ed has, although it's not as large of an
issue, but getting that bond log right on the bottom and
then being able to swab that water off 100 percent, because
you're talking about perforating within a few feet of
bottom. If you leave any water, or oftentimes it's going
to be a little bit of what we call a little bit of gray
water. It just follows the cement down through to four to
five thousand feet.

Whereas if we had just a Tittle bit of
extra space for that fluid to fall down into, it's a lot
cleaner. And then when you get to the production of the

well, if you're going to run, you leave it some distance up
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above the bottom of the hole, because as basic cement fine
sands are inherent, and then it will fill up the process
perforation and the gas would still be able to --

Q -- the entire Marcellus formation or
zone, you are going to leave recoverable reserves in place?

A Potentially.

Q [f Chesapeake had the ability to drill 75
feet into the Onondaga, would that alleviate the problems
you just described?

A Yes, it would.

Q Typically, with a deep well, there's a
requirement that you prepare and file a site and safety
plan. Are you familiar with that requirement?

A Yes, I am.

Q And as a part of this request for special
field rules, Chesapeake is asking that the Commission waive
that requirement; is that correct?

A That's correct.

Q And what's the basis for that request;
that they waive the requirement for site and safety plan?

A Well, as Mr. Rothman stated, we're asking
for an extra 55 feet that's penetrating an unproductive

Onondaga, leaving the only question or concern of safety
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being H2S, which has been raised by Mr. Lay, and we are
aware of that, and it would be our intention in all of
these wells to have HZS monitoring equipment on location
when we penetrate in the Onondaga. And by doing that, it
would appear to alleviate any questions or concerns that
would be addressed in a site seeing plan.

MR. MOFFATT: I have no more questions for Mr.
Schindler.

COMMISSIONER LAY: Cross from anyone?

(No response.)

COMMISSIONER LAY: I don't believe I have,
either. You addressed the safety issue I was concerned
about. Call your next witness.

MR. MOFFATT: The next witness is Jeff Cable.

(Witness sworn.)
THEREUPON came,
JEFF CABLE
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:
Q Mr. Cable, would you please state your

name for the record?

44
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A Jeff Cable.
Q And by whom are you employed?
A Chesapeake Appalachia.
Q In what capacity?
A Senior reservoir engineer.

Q As a senior reservoir engineer, what are
your job duties?

A Perform reserve analysis and evaluation
for wells in the southeastern district.

Q Does that include the area encompassed by
Chesapeake's request here today?

A Yes, it does.

Q Are you familiar with the request made by
Chesapeake for special field rules?

A Yes.

Q And do you have experience with wells
drilled to the Marcellus formation?

A Yes, I do.

Q Is it correct to say that this is a
relatively new play?

A It's a new play for Chespeake. We've
drilled so far 75 wells in this area and completed the

Marcellus.
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Q What is Chesapeake's current spacing
practice with regard to these Marcellus formation wells?

A Currently, we're drilling on 1,500 foot
spacing, which is about 40 acre spacing. So far from these
75 wells drilled to date, we don't have any evidence of
interference between the wells.

Q Now, since this is considered -- or since
a Marcellus formation well which is drilled 75 feet into
the Onondaga is considered a deep well, it would be subject
to the deep well spacing requirements, which are 3,000 feet
between wells and then 400 feet off the Tease unit, the
leaser unit boundary Tine.

In your opinion, would it be prudent to
develop Marcellus formation wells based upon that spacing?

A No, it would not.

Q For purposes of Chesapeake's request for
special field rules, you're asking the Commission for
spacing of 1,000 feet between wells and 50 feet on lease of
inner-boundary line. What's the basis for that request?

A It would allow us flexibility for
topography issues, coal owner/surface owner issues, and

also we have a lot of existing wells in the area that we

would be drilling deeper -- potentially drilling deeper to
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the Marcellus.

Q As you drill more Marcellus wells, is it
possible -- will you obtain new information which may lead
you to space these wells closer than 1,500 feet?

A Potentially.

MR. MOFFATT: I have no further questions for
Mr. Cable.

COMMISSIONER LAY: Any cross?

COMMISSIONER RADABAUGH: I've got a question.
I'ma Tittle confused here.

EXAMINATION

BY COMMISSIONER RADABAUGH:

Q On the request, you request spacing to be
a 1,000 feet, or a variance of 1,000 feet. Earlier, we had
talked about when some studies had been done a few years
ago, you had done your estimates on 1,500 foot spacing,
when you came up with 1,700 potential well sites in the
future. Has Chesapeake's view of the spacing that they
need changed for some reason between the 1,500 feet that
you was working off of a few years ago and 1,000 feet now
that you're looking at?

A Well, the 1,500 is our current practice

and while we try to maintain that, we can't always get




O oo ~N o o B W Do

NS N T N T N T e e e R R e i e
W N ko W 0 N O O BN e o

Hearing 5-17-07 48

1,500 feet on all sides. So, we picked 1,000 feet as a
number. We didn't know if it would be 14, 13, 1,200 feet.
So, we picked 1,000 feet to accommodate that flexibility.

And, also, these existing wells that will
be drilled deeper, some of them are within 1,500 foot
spacing.

Q Okay. So, basically, what you're asking
for is to have a minimum of 1,000 feet, but it doesn't mean
that all of your wells are going to be on a 1,000 foot
spacing?

A That's correct.

COMMISSIONER RADABAUGH: Okay.

COMMISSIONER LAY: Other crosses?

EXAMINATION

BY MR. TAWNEY:

Q I was kind of wondering where you got
that 1,000. You just kind of picked a number for the
1,0007?

A It's arbitrary. We don't plan right now
on going down to 1,000 foot spacing, but there could be
occasions where we could get crowded on one side. If I
picked 1,500, then we would have to come in and get a

spacing exception if it was closer to 1,500.
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MR. TAWNEY: I'm following your reasoning.

MR. PRESERVATI: 1I've got a couple of questions,
if I can.

EXAMINATION

BY MR. PRESERVATI:

Q Earlier you said it wasn't prudent to
space these wells out at 3,000 feet. So, what do you mean
by it's not prudent?

A We would be leaving recoverable reserves
in place if we spaced them at 3,000 feet.

Q And what about at 2,000 feet? Would you
be able to recover some of that reserve you wouldn’'t be
able to at the 3,000 foot spacing?

A It's possible, but I believe that we
would still, at 2,000 feet, we could still be Teaving
reserves behind.

Q And is that based on reserve study?
What's that based upon?

A Basically, what we've seen so far in
completing these wells, you know, we're on 1,500 foot
spacing. We have not seen any communication between wells
suggesting that the drainage area would be greater than
1,500 feet.
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Q Do you have any of those Tog reports or
anything like that here today showing that?

A No, I do not.

Q And so I understand, you said that you
wanted the flexibility of 1,000 feet spacing to address
potential issues, potential coal issues, topography issues;

is that correct?

A That's correct.

Q So, the request for 1,000 feet is to
address potential issues down the road?

A That's correct.

Q It's not a specific well-by-well basis of

addressing issues that exist today in regards to coal owner
topography issue?

A Not today. no.

Q As we sit here today, do you have any
documentation or any reports to show you couldn't
effectively produce the Marcellus at 2,000 foot spacing?

A I do not have documentation, no.

Q Do you have documentation elsewhere, not
here with you, but elsewhere, that would show that to be
the case?

A There's no specific reservoir study




W O ~N O O B W N

NS SR I T e e e e T e e T e o Y = R
W N ko W 0NN Yy O PRWwWNDY e o

Hearing 5-17-07 51

that's been done, but based on what we have done to date,
as far as completion, we have not seen evidence where the
drainage area would be draining 1,500 feet.

MR. PRESERVATI: No other questions. Thank you.

COMMISSIONER LAY: Anyone else? The only
question I really have, I just want to make note that your
current policy is 1,500 foot spacing on center. 1Is that
from the existing wells that are already there in shallow
formations or is that what you use between what you are
considering here on the Onondaga or Marcellus test zone?

THE WITNESS: It's two existing wells, but in
certain instances, we will go closer than 1,500 if it's --
if we're close to a well that's completed in shallower
formation, Barrera and Engine Line. But the shales, we try
to stay 1,500 feet, typically.

COMMISSIONER LAY: Okay. I think that was the
only questibn I had.

MR. MOFFATT: That's our last witness. Okay.

(Break taken.)

COMMISSIONER LAY: Who would 1ike to be first?

MR. MCMAHON: My name is David McMahon. I'm a
lawyer representing --

MR. TAWNEY: Your Honor, before we proceed with
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David's statement, earlier he indicated that he represented
simply Tandowners or surface owners. I'd like to get on
the record precisely who he's representing today.

MR. MCMAHON: Well, I'm employed 30 percent of
the time by an organization called Mountain State Justice,
which I generally do represent surface owners. I've
written books, et cetera. He raised a question today and
I'11 confess that I did not get specific authorization. I
have general authorization to do that rather than specific
authorization for this. So, I will appear now representing
just myself, as a member of the public, but as a Tawyer,
who by profession represents lTow income surface owners.

COMMISSIONER LAY: Very good.

MR. TAWNEY: Thank you.

MR. MOFFATT: I have one question. Do you own
surface property within the area encompassed by
Chesapeake's request for special field rules?

MR. MCMAHON: Are you talking Loudon Dale? 1
Tive in Loudon Dale. I own property in Loudon Dale, which
is a subdivision of and a magistrate-district of Kanawha

County.

MR. TAWNEY: Okay. For the record, I don't

believe that that area is included within the area
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requested for special field rules.

COMMISSIONER LAY: Your comments are noted. Mr.
McMahon, if you would like to proceed with your --

MR. MCMAHON: I'm David McMahon. 1I'm a lawyer.
By profession, I'm the lawyer for low income people and
have written a book on surface owner's rights and I know
the area.

[ appear in support of the general
proposition for special field rules in this matter. I do
not have particular evidence regarding what the spacing
should be, but I appear because the presumption behind the
spacing is that these wells in the Marcellus formation will
be declared -- are deep wells and will be treated by this
Commission to be deep wells, which I think they should be.
That will allow force pooling unitization which would limit
the number of wells drilled on surface owners. Full
unitization is good for everyone, but the people that get
paid by the well, I've always thought fewer wells on
surface owners. The mineral owners will have fewer costs
in getting the minerals out because of fewer wells. The
reservoir pressure will not be wasted in getting out gas
from more wells than are necessary. Environmentally,

there's 1ess risk with less wells.
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BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA
NOTICE OF PREHEARING CONFERENCE

Please be advised that Chesapeake Appalachia, L.L.C. (“Chesapeake”) has made application to the Oil and Gas Conservation Commission
(“Commission”) for the establishment of Special Field Rules covering lands located in Boone, Kanawha, Lincoln, Logan, Mingo and Wayne
counties, West Virginia. The affected lands are shown on the attached map.

Chesapeake’s request for Special Field Rules relates to oil and gas wells drilled to the Marcellus Shale formation which penetrate into the
Onondaga Group. The Marcellus Shale sits directly above the Onondaga Group. In"West Virginia, pursuant to West Virginia Code 322C-9-
2(12), a deep well is defined as any well, other than a shallow well, drilled and completed in a formation at or below the fop of the uppermost
member of the Onondaga Group. The definition of a shallow well pursyant fo West Vlrglma Code B22C-9-2(11) is any well drilled and
completed in a formation above the fop of the uppermost member of the “Onondaga Group”: Provided, that in drilling a shallow well the
operator may penetrate into the “Onondaga Group” to a reasonable depth, not to exceed twenty (20) feet, in order 1o allow for logging and
completion operations, but in no event may the “Onondaga Group” formation be otherwise produced, perforated or stimulated in any manner.

By virtue of the fwenty (20) foot drilling limitation in the Onondaga Group, Chesapeake is not able to completely evaluate, freat and stimulate
the entire section of the Marcellus Shale. Accordingly, in the area shown on the attached map, Chesapeake wishes to drill wells to a total
depth not to exceed seventy-five (75) feet into the Onondaga Group. Chesapeake has no intention o produce, perforate or stimulate the
Onondaga Group in any manner. The purpose for drilling seventy-five (75) feet into the Onondaga Group is to allow sufficient rat-hole for
logging and completion of the Marcellus Shale. Although the Marcellus is a shallow formation, Chesapeake is required to apply for a deep
well permit by virtue of the above definitions. In order to avoid leaving natural gas reserves in place, it is not prudent to develop the
Marcellus Shale fields utilizing the required deep well spacing of 3000 feet between wells and 400 feet from the lease line or unit boundary.
Therefore, Chesapeake is requesting Special Field Rules establishing 1000 foot spacing between wells, and providing that each well be located
not less than fifty (50) feet from the lease line or unit boundary. The Special Field Rules would apply to those wells drilled by Chesapeake to a
total depth not to exceed seventy-five (75) feet into the Onondaga Group. Chesapeake would agree not to produce, perforate, frac, or
otherwise stimulate the Onondaga Group, unless and until it obtained a further Order from the Commission. In addition, with regard o deep
well permits for Marcellus Shale formation wells- the affected area, Chesapeake requests that these Special Field Rules provide that
Ehesapﬁakehw(;)uld nof”have to conduct a pre-spud meeting prior to commencing drilling operations or prepare and submit a well safety plan
0Or each suc een we

Sptre -hearing conferer;\c/:‘e relating to Chesupeake s request for Specml Fleld Rules has been scheduled for the following date and time:
ate:

ay 17, 2007
Time: 9:00 a.m
Where: West Virginia Oil and Gas Conservation Commission
601 57th Street SE

Charleston, WV 25304

Chesapeuke has made a diligent effort to determine the operutors of any lands that may be directly or immediately affected bv this proposal.
ny opponent to the apnlication for Special Field Rules must file written notice to the Commission within #&n (10) days of the date of this pre-
earing notice or fhe' ‘e-hearing conference will not be heg This pre-hearing notice is hereby made and d this 23rd day of April, %%)765])
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In addition, I should have mentioned
earlier at the pre-con that, of course, there is also a
surface owners' right to consent on certain, though not
many, of the deep wells.

[ support the Commission's definition of
interpretation of the rules that these are deep wells. I
think there's a good public policy to have pooling
unitization for as many wells as possible. From my
knowledge of the history, the only distinction between deep
wells and shallow wells for this purpose was a political
compromise over whether pooling unitization shall reach the
shallow wells, to wells that are drilled to shallower
formations.

I appreciate the Commission hearing my
comments.

COMMISSIONER LAY: Thank you. Next.

MR. GOTTLIEB: I'm Richard Gottlieb here on
behalf of Penn Virginia 0il and Gas. Mr. Chairman, we
submitted comments dated May 4th, 2007 that reflected Penn
Virginia's position which is that it supports Chesapeake's
need to drill down the 75 foot for purposes of fully
developing this Marcellus shale formation.

Penn Virginia challenges and the only
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thing it challenges here is this Commission's ability to
grant the spacing request that Chesapeake has made here
today. That objection is based on two things.

One is the statute itself, as explained
in the letter, that we believe that the clear intent of the
Legislature is to not have these type of special peer rules
for spacing in this rather large area permitted by this
Commission or the Shallow Gas Well Commission or anyone,
that this simply needs to be special field rules pertaining
to the more shallow shale is not permitted under the state.

And I will not belabor the discussion we
had earlier about the rules of statutory construction and
why we believe our interpretation is correct and this
Commission's prior interpretation is incorrect.

The other observation I would make is
that Mr. Rothman discussed the 1,800 potential wells in
this area. [ believe that there is a concern with
entities, such as Penn Virginia, or Equitable Production,
or anyone else, that when the Commission operates in this
fashion, it's certainly not clear from the face of the
application what effect it might have on the ability of

other producers that have existing rights to develop

shallow gas wells in the affected acreage.
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And notwithstanding Mr. McMahon's
personal plea in favor of spacing, pooling, and a lot of
that’s in the interest of surface owners, the fact is our
Supreme Court has recognized that producers with valid
leases also have rights.

The law of capture as reflected in the
Supreme Court case that I cited in my letter recognizes
that with respect to shallow formations, the law of capture
still applies. I don't believe the Legislature intended to
do away with that law of capture:; in fact, to the contrary.
[ think it's made very clear what the Legislature's intent
was that with respect to shale formation, that would not
have the special fields and the regulations were written in
accordance with that legislative intent.

In summary, we oppose for both legal
reasons. And it's certainly not clear that pooling, forced
pooling or otherwise will truly protect the other
producer's rights in these respected fields to the extent
that they want to go in and drill other wells within this
acreage. I don't believe that this Commission should Timit
the rights of these other producers if it doesn't have the
clear statutory authority to do so. Thank you.

COMMISSIONER LAY: Next.
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MR. PRESERVATI: 1I'11 go ahead and start. Thank
you, Mr. Chairman. I'm Nick Preservati on behalf of
Pocahontas Land Corporation and Argas Energy, both of which
are coal owners and operators within the area affected
within the application by Chesapeake. I'11 reiterate
several of the objections made in our correspondence to the
Board yesterday.

| One being, echoing Mr. Gottlieb’s
comments, that we believe this Board, this Commission, is
actually without jurisdiction to hear this application.

I believe the Commission is Timited to
only addressing issues related to deep wells, not shallow
wells. Qur position is, in order to be a deep well, it
must be drilled and completed in the Onondaga. The wells
subject to this application are not and that was stated,
simply on the face of the application by Chesapeake, that
they would not be going into and completing in the
Onondaga.

For that reason, we believe that the
Commission is without jurisdiction to hear this. It should
deny the application and it should be taking up spacing
issues with the Shallow Gas Well Review Board.

That leads to my second objection based
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upon due process. If the coal operators and coal owners
are being denied their ability to object on spacing
requirements, for what is, in essence, shallow wells, under
the shallow gas well statute, 22C-8-A, we have the ability
to object to any well within 2,000 feet of another well and
the operator has to show need for that specific well to go
under the 2,000 foot Timitation.

That provision also prohibits any wells
under 1,500 feet spacing of another well. We believe that
these are shallow wells and those provisions should be
applied to the special field rules in this case.

We're not talking about one well and one
spacing application here on a case-by-case basis. They're
asking this Board to deny or grant spacing approximately
1,000 feet for 1,800 wells. That's a significant impact on
coal operations within this area of my clients, basically
by allowing them to go under the 2,000 feet and 1,500 feet,
stripping the coal owners and operators of their ability to
protect their reserves and ensure that there's adequate
spacing to allow them to access their resources.

Therefore, again, we're asking that the

requirements of 22C-8-8A be incorporated by this Commission

in the application, or in the .order granting special field
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rules, that the Commission does grant the application.

Again, just for the record, we will also
object on the issue of the notice, the denial of due
process by trying to change distance Timitations of the
shallow wells through this proceeding and again denying the
coal operators and owners of specific individual access by
certified mail to which they are entitled as a matter of
Taw under the shallow gas well regulatory framework.

They have not had the opportunity to have
the application and to review it in opportunity to protect
their rights as would be required under the shallow gas
well statutes.

We also object to any other operatérs
trying to piggyback onto this request due to subsequent
procedure of due process of lack of notice. The notice
provided by Chesapeake was limited specifically to
Chesapeake, no other operators did appropriate notice with
the Tegal advertisements, et cetera. People reviewing
those notices in the paper would see it 1imited to
Chesapeake. When you’'re considering lease lines, et
cetera, within that area, other coal operators or owners
might look at that and say “Chesapeake's not on us. We're

not affected by this. They don't have a lease on us. It's
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not an issue.” The scope of it increases significantly
when you add other operators and special field rules. So,
we object on that ground as well.

And lastly, we request that the Board
require a placement of H2S monitors as part of the special
field rule. Thank you.

COMMISSIONER LAY: Next.

MR. SULLIVAN: Ben Sullivan, on behalf of
Equitable Production Company. Just wanted to state that we
don't have any specific objections to Chesapeaké's
application here today, although we do feel that there was
no due process to Equitable or any other producers in the
area that our wells, be they shallow or deep, will be
affected. The notice states on its face that only
Chesapeake's wells are going to be affected by these
special field rules.

[ do understand that the special field
rule regulations enacted do specifically -- not
specifically, but typically address certain fields rather
than only certain producers in those fields.

In Tight of the special field rule that
it was very similar to this application of Chesapeake's

that was granted to Eastern American, which only did apply
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to Eastern American - it did not apply to any other wells
or any other producers in that field - we would object to
our wells or our drilling plans being impacted in any way
whatsoever by this special field or application for due
process notification reasons. That's really all I have to
say to that.

MR. KEIM: Jeffrey Keim, Cabot 0i1 and Gas.
Cabot has no'objection to Chesapeake's request for special
field rules. If the Board so finds to have the order
granting special field rules to Chesapeake, whether in
whole or in part, in contrary to its previous written
request, we wish that these rules not apply to our leases.

COMMISSIONER LAY: Other?

MR. HELDMAN: Roger Heldman with East Resources.

Mr. Rothman's and Mr. Schindler's testimony we've seen
exactly the same problems. We drilled one Marcellus
ourselves and that's the exact same problems. We agree
with them and I think we would ask that it would apply to
other operating wells. That's probably the path that we
would take to try to develop --

COMMISSIONER MARTIN: Let me back up to Cabot.
At the end of your statement, did you say that you wanted

this to apply to other operators or did not want this to
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apply to operators?

MR. KEIM: We do not want it to apply to Cabot,
do not.

COMMISSIONER MARTIN: You do not want it to
apply to Cabot. Okay. Thank you.

COMMISSIONER LAY: Other? Mr. Tawney.

MR. TAWNEY: Your Honor, my name is Kenneth
Tawney here on behalf of Petro Edge Group, Petro Edge
Resources, WV, LLC, North Star Energy Corporation, and
Trans Energy Corporation.

Petro Ed has filed and North Star and
Trans Energy are now joining in the initial protest that
was filed in writing. I won't try to reiterate everything
that's written there, but simply note that we also object
to the Commission's interpretation of whether this is a
deep well or a shallow well, and we believe that they are
more appropriately considered to be shallow wells.

Beyond that, reserving that legal
argument, we would support Chesapeake's request for special
field rules to be applied to this area. We agree with all
of the evidence that's come in today that outlines the
reasons for why it is necessary to drill 75 feet into the

Onondaga and the reasons why 3,000 foot spacing would be
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inappropriate.

We agreed with Penn Virginia that the
better approach would be to simply apply no spacing
requirement at all to these wells, but if the Commission
sees fit to apply any spacing limitation to their request,
then 1,000 should not be -- it should not be anymore than
1,000 feet.

Petro Ed, North Star, and Trans Energy
would ask that any acreage that they have or in the future
acquire in this area be included within the special field
rules that is issued in this proceeding.

COMMISSIONER LAY: Any other?

MR. PRESERVATI: I just wanted to make sure I
clarify one of my objections earlier. On the piggybacking
of the other operators, I want to make clear for the record
that our object is; 1) we don't believe the other operators
are legally allowed to piggyback on this application.

And if the Board so finds, we also object
on the notice, even if they are allowed, the notice was
improper in this instance to allow others to do it. So, I
just want to clarify that on the record.

COMMISSIONER LAY: I understand. Any other?

MR. CUNNINGHAM: Can I just ask a question? Is
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that appropriate?

COMMISSIONER LAY: It depends on what your --
let's hear your question and then we'll determine whether
you can ask it or not. How's that?

MR. CUNNINGHAM: Greg Cunningham with Dominion
E & P. Are the wells, the Marcellus wells, going to be
commingled with'the shallower production?

COMMISSIONER LAY: That's something that we did
not take testimony on. These are treated purely as -- in
this particular case, I think it's really irrelevant
whether they're commingled or not, because our purpose for
this meeting is because they're going 75 feet into the --
or proposing to go 75 feet into the Onondaga, not because
they're Marcellus or Barrera, Big Engine, whatever.

MR. CUNNINGHAM:  The reason of my question is
the spacing pooled issue. That's okay.

MR. TAWNEY: If I may, permit me to clarify one
position for Petro Ed and for North Star and Trans Energy.
Yes, if there is any spacing room greater than 1,000 feet,
then they will not want to open their acreage into special
field rules.

(Break taken.)
COMMISSIONER LAY: At this point, after a modest
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amount of deliberation, the Commission has decided that we
will not render a decision today. We will --

MR. SULLIVAN: Surprise, surprise.

COMMISSIONER LAY: We've got several issues that
we are looking at, and we will wait for transcripts. We
will evaluate the evidence again, along with the
Commission's counsel and address all of the objections and
comments during that deliberation and let you know at that
time.

I'm going to go ahead and close the
record, because we're not going to take any additional
evidence. We are going to deliberate. So, we'll close the
record and at such time as we make a decision, we will
notice the parties and we will probably ask for draft
orders from all interested parties who wish to participate
in the process. Anything else that I've forgotten? We'll
close the record. Thank you.

(WHEREUPON, the hearing was concluded.)
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CHESAPEAKE EXHIBIT NOS. 1-10 FOR IDENTIFICATION
Said documents were thereupon marked as above indicated and
are attached hereto.

COMMISSIONER BARRY LAY: Before the 0il and Gas
Conservation Commission of the State of West Virginia in
the matter of the request by Chesapeake, Appalachia, LLC,
for an order from the Commission establishing special field
rules in Boone, Kanawha, Lincoln, Logan, Mingo and Wayne
Counties of West Virginia. This is docket number 179,
cause number 164.

Let the record show that present are
members of the Commission, Robert Radabaugh, Barry Lay,
Anthony Gumm and James Martin, and Cindy Raines from staff.

['d Tike to place in the record at this
time a copy of the notice of hearing along with the
certified receipt cards as Exhibit A from the Commission;
the copies of the notice of legal advertisement
collectively as Exhibit B; a copy of the request submitted
from Chesapeake dated April the 13th, 2007 as Exhibit C; a
copy of Chesapeake's pre-hearing notice with maps and 1ist
of all of the effected operators as D; a copy of comments
received during the 10 day comment period as E, and

comments received after the 10 day comment period as F.
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DEPOSITION EXHIBITS A-F FOR IDENTIFICATION
Said documents were thereupon marked as above indicated and
are attached hereto.

COMMISSIONER LAY: At this time, the Commission
will take appearances.

MR. MOFFATT: Yes, my name is Keith Moffatt,
appearing on behalf of Chesapeake Appalachia, and with me
today as witnesses are Brett Loflin, Mr. Ed Rothman, Rob
Schindler and Jeff Cable.

COMMISSIONER RAY: Other appearances?

MR. MCMAHON: David McMahon, a lawyer
representing surface owners.

MR. GOTTLIEB: Richard Gottlieb, here on behalf
of Penn Virginia and due process rights of all produced gas
producers.

MR. SULLIVAN: Ben Sullivan on behalf of Equity
Production Company.

MR. TAWNEY: Kenneth Tawney on behalf of Petro
Ed Resources, WV, LLC, North Star Energy Corporation, and
Trans Energy.

| MR. PRESERVATI: Nick Preservati on behalf of
Pocahontas Land Corporation and Argas Energy West Virginia,
LLC.
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MR. KEIM: Jeff Keim, Cabot 0il1 and Gas
Corporation.

MR. MULLEN: Chris Mullen, East American Energy
Corporation.

MR. HELDMAN: Roger Heldman, East Resources.

COMMISSIONER LAY: Anyone else?

MR. CUNNINGHAM: Greg Cunningham, Dominion
Exploration and Production.

COMMISSIONER LAY: Typically, at this time, I
would swear the witnesses, but since we have so many and we
don't know who that is going to be at the time, why don't
we do them individually as we call the witness, if that's
all right.

MR. MOFFATT: Sure.

COMMISSIONER LAY: I want to make sure that we
have that on the record. At this time, Mr. Moffatt, you
can proceed with your case. Call your first witness.

MR. MOFFATT: Qur first witness is Mr. Brett
Loflin.

COMMISSIONER LAY: Will the court reporter
please swear the witness?

(Witness sworn.)
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THEREUPON came,
BRETT LOFLIN
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:
Q Mr. Loflin, would you please state your

name for the record?

A Brett Loflin.

Q And by whom are you employed?

A Chesapeake Appalachia, LLC.

Q And what is your job title at Chesapeake?
A ['m a regulatory compliance specialist.

Q As a regulatory compliance specialist,
could you briefly describe some of your duties and
responsibilities?

A Basically, anything and everything that
has to do with dealing with state and federal agencies and
the laws and regulations.

Q Are you familiar with the request filed
by Chesapeake for special field rules here today?

A Yes, T am.

Q There is a map on an easel which has been
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premarked as Chesapeake Exhibit Number 8, I believe. Now,
is i1t correct to say that the area shown in red on that
map, is that the area which is encompassed by Chesapeake's
request for special field rules?

A Yes, it is, with the exception of the
block to the right that's labeled, I think, ECA, special
field rules area. It's also outlined in red.

Q Do you know, approximately, how many
acres are encompassed within that area?

A Approximately 560,000 acres.

Q Do you know how much acreage is owned or
controlled by Chesapeake within that area?

A /5 percent.

Q Now, would that be the acreage shown in
yellow on the map, which has been pre-marked as Chesapeake
Exhibit Number 87

A Yes.

Q Has Chesapeake made reasonable efforts to
notify operators located within the area of the area
encompassed by its request for special field rules?

A Yes, we have.

Q And could you tell the Commission how

many operators Chesapeake has identified?
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A 80 separate operators.
Q ['m going to hand you a copy of what has

been marked Chesapeake Exhibit Number 1. Would you review
that and let me know if that would be an accurate Tist of
the operators that have been identified?

A Yes, it is.

Q Did Chesapeake send'certified mailings to
these operators notifying them of the pre-hearing
conference in this matter?

A Yes, we did.

Q And could you tell us what counties the
Tand encompassed in Chesapeake's request for special field
rules lies within?

A Boone, Kanawha, Lincoln, Logan, Mingo and
Wayne.

Q And did Chesapeake publish a notice of
the pre-hearing conference in papers or newspapers
circulated in those counties?

A Yes.

Q ['m going to hand you copies of what have
been pre-marked Chesapeake's exhibits two through six. If
you could review that and let me know if those are

affidavits of publication relating to those newspapers?
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A Yes, they are.

Q [ believe it will be two through seven,
since there are six newspaper publications involved; is
that correct?

A That's correct.

COMMISSIONER LAY: Exhibits two through seven?

MR. MOFFATT: That's correct. And, at this
time, I'd offer Exhibits Number 1 through 7 into evidence.

COMMISSIONER LAY: That's fine. We'll accept
them as so.

DEPOSITION EXHIBIT NOS. 1-7 FOR IDENTIFICATION
Said documents were admitted into the record.

MR. MOFFATT: And that's all the questions I
have for Mr. Loflin.

HEARING EXAMINER: Do we have any cross from any
of the --

MR. GOTTLIEB: I don't think I have any cross,
but can I see Exhibit Number 17

COMMISSIONER LAY: We're going to go off the
record for a minute while they examine the exhibits.

(Break taken.)

MR. GOTTLIEB: I have just one question for Mr.

Loflin.
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EXAMINATION

BY MR. GOTTLIEB:

Q Mr. Loflin, you testified that Chesapeake
owned or controlled 75 percent of the acreage that you're
asking for special field rules for. Does Exhibit Number 1
reflect the entire 25 percent of entities, as far as
Chesapeake knows, that has interest in the affected
acreage’?

A As far as we could identify, yes. Anyone
that is not on that Tist would have been covered by the
legal advertisements.

MR. GOTTLIEB: Thank you.

MR. PRESERVATI: Nick Preservati. Mr. Loflin,
just a couple of quick questions.

EXAMINATION

BY MR. PRESERVATI:

Q Looking at this 1ist, did you provide
notice to any individuals that's not on this 1ist via
certified mail?

A No, we did not.

Q S0, is it safe to say that neither
Pocahontas Land or Argas Energy were provided notice via

certified mail?
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A I[f they're not on that list, yes, that
would be safe to say.

Q Okay. And, likewise, it would be safe to
say since no coal companies are listed on this 1ist, that
they didn't get certified notice as well?

A That would be correct.

MR. ﬁRESERVATI: Thank you.

HEARING EXAMINER: Any other questions? Any
questions from members of the Commission?

COMMISSIONER RADABAUGH: Nothing here.

COMMISSIONER GUMM: No.

COMMISSIONER LAY: I would just 1ike to have one
definition with regard to 75 percent owned or controlled.
Can you define what you mean by owned or controlled?

THE WITNESS: Yeah. We either have the acreage
under lease or we own it in fee.

COMMISSIONER LAY: And that's what's depicted
in, I'm going to assume yellow, in Exhibit 77

THE WITNESS: Yes.

MR. MOFFATT: That would be Exhibit 8.

COMMISSIONER LAY: Exhibit 8, I'm sorry. We
haven't entered that one. You're right, sorry.

MR. SULLIVAN: TI've got a question for Mr.
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Loflin. Ben Sullivan with Equitable Production Company.
EXAMINATION

BY MR. SULLIVAN:

Q Mr. Loflin, when you made this
application and noticed the application, when you made the
application, was it your intention to bind the other 25
percent; meaning, the other operators in this acreage. to
special field rules that Chesapeake's applying for here
today?

A It wasn't our intention to bind any other
operators nor to exclude any other operators, either way.
MR. SULLIVAN: Thank you.

COMMISSIONER LAY: Mr. Radabaugh?
MR. RADABAUGH: That satisfies me.
COMMISSIONER LAY: Call your next witness.
MR. MOFFATT: The next witness is Ed Rothman.
COMMISSIONER LAY: Will the court reporter
please swear the witness?

(Witness sworn.)
THEREUPON came,

ED ROTHMAN
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
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1 EXAMINATION
2 BY MR. MOFFATT:
3 Q Mr. Rothman, would you please state your
4 name for the record?
5 A Ed Rothman.
6 Q And by whom are you employed?
7 A Chesapeake Appalachia.
8 Q And what 1is your job title?
9 A I'ma senior geologist.

|
i
I
i
i
i
i
|
| 11
i
i
|
|
|
|
i
i
i

—
(@]

Q As a senior geologist, what are some of

your job duties and responsibilities?

—
N

A ['m basically responsible for southern

—
w

West Virginia, eastern Kentucky and Virginia, as far as

14 evaluating properties to drill gas and oil wells.

15 Q Mr. Rothman, are you familiar with the
16 request being made here today by Chesapeake for special

17 field rules?

18 A Yes, I am.

19 Q And, Mr. Rothman, do you have experience
20 with wells drilled to the Marcellus formation?

21 A Yes, I do.

22 Q And in preparation for your testimony

N
w

here today, did you prepare any exhibits?
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A Yes, I did. I prepared the exhibits that
are on the easel.

Q And the first exhibit on the easel 1is
Exhibit Number 8. Could you please describe to the
Commission what that exhibit demonstrates?

A Exhibit Number 8 is a map that shows the
area that we're requesting special field rules for.
There's a red or rose colored boundary that encompasses the
area where we are requesting the field rules for.

The yellow is acreage that has been
previously said that we own or control in the area. The
rose colored triangles are 2007 wells that we are working
-- currently working on to drill in this area. And the
black dots are existing wells that have already been
drilled in this area.

And then T also included the boundary for
special field rules that ECA applied for and was granted.

Q Mr. Rothman, could you explain to the
Commission why you picked this area or selected this area
for inclusion in Chesapeake’s request for special field
rules?

A This is an area that, you know, we plan

to drill a lot of wells in. I think this year we're hoping
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to drill 100 wells in this area and then we have identified
another 1,700 locations in this area.

So, this is an area that Chesapeake is
going to be very active in drilling to and through the
Marcellus in the next few years.

Q And how many planned future locations did
you mention Chesapeake has in this area?

A 1,700.

Q Now, you mentioned you had experience or
have experience in drilling Marcellus formation wells.
Where does the Marcellus formation sit in relation to the
Onondaga formation?

A [t sits directly on top of the Onondaga.

Q Now, when drilling a Marcellus formation
well, is it a challenge to not drill more than 20 feet into
the Onondaga?

A [t has been a challenge for us to drill
less than 20 feet into the Onondaga. We have sent company
geologists out to try to pick TD, and we pick TD by two
methods; either using a geolograph which shows us our drill
rate. When you hit the Onondaga, the drill rate slows
down, or we Took at samples. And it's just been a very

difficult procedure, because the Onondaga is very gradatial
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in the area. Sometimes it’s not easily seen with drilled
rate.

And we also have a lot of problems with
the samples, because sometimes we don't gather enough
samples to truly identify where we're at.

Q Let's talk about logging the Marcellus
formation. Does the 20 foot Timitation for shallow gas
wells - and I'm speaking of the Timitations that you may
only drill 20 feet into the Onondaga - does that create any
problems for you, as a geologist, when logging the
Marcellus formation?

A We, basically, use two contractors in
this area. One of them is Slumber-Jay and their tool
length is 66 feet, and the other is Allegheny and their
tool length is approximately 34 feet. So, we are only
allowed 20 feet of rat-hole. We end up having to break
tools down, which, you know, adds time in the job. It also
adds extra expense.

Q So, to comply with the 20 foot Tlimitation
of drilling into the Onondaga, it's necessary to break down
the logging tools to log the Marcellus?

A That's correct.

Q Now, in having to do that, does that
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jeopardize at all your ability to log the entire length or
zone, or the entire length of the Marcellus formation?

A [t does, because even when we break
Slumber-Jay’s tools down, one run is Tike 29 feet and the
other run is 35 feet. So, even with breaking their tools
down, we're not able to log the entire Marcellus.

And, also, with Allegheny, on their
second run, they take their gamma ray and run it separately
and there's some information that we do that's based from
the first run, because it exceeds 20 feet in length.

Q Am [ correct in saying that if you're not
able to Tog the entire Marcellus formation, it compromises
the quality of the information you receive and your ability
to evaluate the Marcellus formation?

A That's correct.

Q And then is it correct to say that
because you have poor quality information, it compromises
your ability to complete and crack the Marcellus formation?

A Because we don't log the entire section,
yeah, we don't get a true reservoir characterization of the
entire Marcellus and it might affect us in taking
perforations and how we design our fracs.

Q Would the result of this be that you then
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create a risk of leaving recoverable reserves in the ground
if you're not able to perforate the entire length of the
Marcellus formation?

A That's possible, yes.

Q I'm going to come up here and flip your
chart and show you what's been marked Chesapeake Exhibit
Number 9.

Mr. Rothman, is that an exhibit you

prepared in preparation for this hearing?

A Yes, it 1is.
Q Could you explain what that demonstrates?
A It's examples of logs that have gone

through the Marcellus well to the right from a Lincoln
County well. It's Lincoln County permit number 3246, and
the well to the Teft is a well that we recently drilled in
Mingo County. It's Mingo 1824.

And you can see on the well on the right
we had permission from the Commission to drill 100 feet
into the Marcellus and we were able to log the entire
Marcellus interval and the top of the Onondaga.

If you Took at the well on the left, you
can see clearly our gamma ray didn't get over the

Marcellus, and it Tooks like we just barely got through the
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Marcellus on the density information.

And I'm not sure about the temperature,
which is an important tool in shale wells. QOur temperature
tool probably didn't pick up much information on the
Marcellus.

Q In Tooking at Exhibit Number 9, is it
correct to say then that the information, or the quality of
the information you have on the log to the left where you
were not able to drill 75 feet into the Onondaga, the
quality is poorer than that on the right where you were
able to drill at least 75 feet into the Onondaga?

A That's correct.

Q And did you also mention by having to
break down your logging tools because of the 20 foot
Timitation, would that increase the drilling time and
drilling cost?

A That's correct. 1It's, approximately, an
extra two hours of time and then $2,000 extra; 1,000 to the
Togging company and then 1,000 is for the rig.

Q And if it's necessary to break down your
logging tool to log the Marcellus, does that result in an
additional run down the hole?

A That's correct.
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Q Is there any risk in having to do
additional runs down the hole?

A There's always a risk when you stick, you
know, logging tools in a hole that the hole might collapse
or if you get the tool hung up. So, there is actually a
risk.

Q All right. Mr. Rothman, I am going to
show you what has been marked as Chesapeake Exhibit Number
10. Is that an exhibit that you prepared in preparation
for this hearing today?

A Yes, it is.

Q Could you please describe what this
exhibit demonstrates?

A It is similar to Exhibit Number 8 where
it shows the area that we're requesting special field rules
for. Qur proposed 2007 Tocations, again, are shown in the
rose colored triangles and all the wells that have been
drilled in the area, plus I contoured the Onondaga to the
top of the Oriskany sandstone and that's where the contours
are.

Q And does this map then show the thickness
of the Onondaga in the area where Chesapeake had requested

special field rules?
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A Yes, it does.
Q And what is the range of thickness in
this area?
A The thickness ranges from less than 110

feet to greater than 180 feet.

Q If Chesapeake is allowed to drill 75 feet
below the Marcellus in this area, would that remain in the
Onondaga formation?

A Yes, it would.

Q And do you know whether or not the
Onondaga formation in this area is capable of commercial
production?

A We do not have any Onondaga production on
any of our acreage and I could not find any Onondaga or
Oriskany production anywhere in that area.

Q [T Chesapeake's request for special field
rules is granted, does Chesapeake have any intention to
drill or - excuse me, not drill - complete, perforate and
stimulate any portion of the Onondaga?

A No, we do not.

MR. MOFFATT: I don't have any further questions
for Mr. Rothman and I would offer into evidence Exhibits 8
through 10.
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COMMISSIONER LAY: We'll accept Exhibits 8, 9
and 10.
DEPOSITION EXHIBIT NOS. 8-10 FOR IDENTIFICATION
Said documents were admitted into the record
COMMISSIONER LAY: Any cross?
MR. GOTTLIEB: I just have a question or two to
clarify as to what I understand the scope of the project

i1s.

O 00 N O OB NN

EXAMINATION
BY MR. GOTTLIEB:

—
o

Q Mr. Rothman, I know you're a highly

—
N

regarded poet and I was going to ask you to do some

—
w

mathematical calculations. I wasn't sure whether that was

—
AN

within your expertise or not, but this helps a Tittle bit.
As I understand, this is Exhibit 97?

MR. MOFFATT: Exhibit Number 10.

MR. GOTTLIEB: Ten.

BY MR. GOTTLIEB (Resuming):

I T e S
W O ~N O O,

Q It reflects Chesapeake's proposed

N
(@]

drilling sites for the upcoming year if the Commission

N
—

grants the request?

NS
N

A These are wells that are presently in our

[\
w

database that are listed as 2007 wells in the system. Some
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may drop out and some may be added.

Q Okay. I understand that's subject to the
topography and different --

A Right.

Q -- other considerations, but I believe

you also mentioned that Chesapeake plans on drilling an
additional 1,100 wells within this acreage?

A What I said was, we have 1,700 additional
locations identified that we could drill.

Q And when you say “you could drill,” that
means that Chesapeake believes there might be some
commercially recoverable gas in those locations?

A Right, and also we have the spacing to do
that.

Q My overriding question is, assuming that
Chesapeake obtains these special field rules in the spacing
that it has requested and it drills the additional 1,700
wells, is there anyway to calculate how much of this entire
acreage is going to be encompassed in Chesapeake's drilling
of these wells with the surrounding 1,000 foot spacing?

A I would say the majority of them would be

developed.

Q Can you be anymore specific than the
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majority, as you sit here today?

A You know, these wells are going to be
based on economics. So, you know, we might get into an
area where we have locations planned and it doesn't work
out and we don't further develop the area.

So, I mean, this is just a very big part
of our drilling area for West Virginia and we plan to do a
lot of drilling in the next few years.

Q I understand. I was just, on behalf of
the entities, that the 25 percent, if you will, of gas
producers that have interests encompassing this acreage.
As we sit here today, we don't know whether your proposal -
Chesapeake's proposal - is going to, in effect, space out
any of these other entities’ ability to come in and drill
wells, do we?

A No.

MR. GOTTLIEB: Thank you.

COMMISSIONER LAY: Other cross?

MR. PRESERVATI: One quick question.

EXAMINATION
BY MR. PRESERVATI:
Q Mr. Rothman, you said earlier that you do

not anticipate completing any wells in the Onondaga.
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What's your definition of complete?

A To perforate and stimulate the Onondaga
Timestone.

Q And just to be clear, stimulate it for
what purpose?

A For production, to enhance production.

Q And can you just briefly describe for me,
all of the activity that is anticipated to occur in the
Onondaga is simply to log the Marcellus; is that correct?

A That's correct. From my part, it's,
basically, to give us enough room to correctly pick the top
and also to give us enough room to get logging tools
through.

Q Okay. And if the special rules weren't
granted and you weren't allowed to go down to 75 feet and
you were only allowed to go down to 20 feet, you would
still be able to drill the wells; you just wouldn't be able
to have all of the logging information that you would
otherwise have?

A That's correct.

MR. PRESERVATI: Thank you. No further

questions.

COMMISSIONER LAY: Mr. McMahon?
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EXAMINATION
BY MR. MCMAHON:
Q When you said spaced oUt, if these are
considered deep wells, that would be subject to the
adjoining owner's right to, of course, pool some of the

resources. Would that be also correct?

A (No response.)
Q You don't know the answer to that?
A Yeah, I really don't know the answer to

that one.

COMMISSIONER LAY: Other questions? Questions

from the Commission?
EXAMINATION

BY COMMISSIONER MARTIN:

Q Mr. Rothman, you made a comment about how
you arrived at this boundary, and I think it was something
to the effect that it's an area you anticipate being active
in the future. Can you elaborate on that anymore in terms
of the geology behind that, picking that actual boundary?

A [t's been a very productive area for
Chesapeake and its predecessor companies. We have a number
of wells, producing wells, in the area right now. We do

have space to drill additional wells, and we get good
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production. Besides the Marcellus and the rest of the
Devonian shale, there 1is other reservoirs that we complete
in the area, Barrea, Engine, Big Lime.

So, it's just a very good area for our
company and we do have room for a future with all of them.

Q How many wells would you -- I mean, how
many wells do you think exist -- how many wells have been
drilled in that red outline, would you guess? Or if you
don't feel comfortable, that's fine.

A I really don't have an exact number.
Maybe somebody else that is going to testify can answer
that.

Q Would you know, approximately, how many
wells in that red block are below the top of the Onondaga
-- have been drilled below the top of the Onondaga?

A Yeah, if you look on the map - and
there's a little legend down there at the bottom - I
indicate a green box that is a data point to use to get the
Onondaga. And in this whole map there's only 25 data
points that went through the Onondaga and into what I
identified as the Oriskany.

Now, I couldn't tell you how many wells

would have just penetrated the Onondaga, but I can tell you
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how many wells that I Tooked at that generated this path.

Q So, the 25 wells would have actually been
drilled through the entire Onondaga section?

A That's correct.

Q So, your isopach map in this case is

based only on those 25 wells?

A That's correct.

Q You said you didn't know how many wells
perhaps had been drilled into the Onondaga, if I heard you
right?

A Correct.

Q So, you wouldn't know how many of those
wells would be operated or drilled by someone other than
Chesapeake or Chesapeake's --

A No, I don't have any knowledge of that.

Q How about the 25 wells? How many of
those are Chesapeake's wells? Would you know that?

A Probably about 10 of them. Some of them
are old deep wells. This is in the area into the Rhome
trough (phonetic) that we drilled or participated with some
companies to drill some deep test wells in here, into the
Rhome trough.

Q You asked for 75 feet in your request and
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at this point what we've heard is that that's based, I
guess, strictly on the Togging tool configuration?

A Correct.

Q [s there any magic in that number, 75
feet? I heard Allegheny's tools are 69 feet, I think. Is
that just kind of a round number?

A No, the exact Tength of Allegheny is
33.72. The exact length of Slumber-Jay is 65.8. So, it's

based mainly on the Slumber-Jay tool.

Q Okay. 657
A Yes, 65 or 67.
Q I don't know if you're the person to ask

this question, but would you know, approximately, what the
drainage acreage is for these type of wells?

A Yeah, I think one of our other witnesses
can better answer that.

COMMISSIONER MARTIN: Thank you.

COMMISSIONER LAY: Robert?

EXAMINATION

BY COMMISSIONER RADABAUGH:

Q [ guess it would be safe to assume --
I'11 get back on geology a 1ittle bit. One question that
-- or the point I think he was getting at but didn't get
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totally to it. If you drilled to the bottom of the
Marcellus into the Onondaga and you just do your 20 feet,
or less than 20 feet, and you can't get your logging tool
clear down below the Marcellus, then really it didn't do
you any good to drill the Marcellus, to the bottom of it,
because you're stabbing in the dark; correct?

A You know, it just doesn't allow you to

1og and evaluate it.

Q Right. That's what I'm getting at. 1
mean, you're stabbing in the dark?

A Right.

Q You can't adequately log it.

A Correct.

MR. RADABAUGH: That's it.
COMMISSIONER LAY: I just have a couple of
questions.
EXAMINATION
BY COMMISSIONER LAY:

32

Q You stated that you had potentially 1,700
Tocations, additional locations, after this year's project?

A Correct.

Q What spacing where those wells determined

upon?
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A Those spacings were based on, I believe,
1,500 feet.

Q 1,500 feet? And those were selected by
you?

A I selected some of them. We did a study

a number of years ago to determine remaining locations that
we thought would make economic wells and I was one of the
people involved in that, and I did work some in this area,
but I did not do all the work.

Q Okay. I think you mentioned in your
testimony that you weren't aware of any Oriskany or any
Onondaga wells that were productive in this area. Is that
what you said?

A Yeah, I couldn't find any and I used a
couple of sources. The gas atlas that was done GRI, I used
that, and I also used the Oriskany report that was done by
Dudley Cardwell in the “70s, just to find something in
there and I couldn't find anything.

And then we did an in-house search of
this area and we did not find any production in either the
Onondaga or Oriskany that we had.

Q Okay. Your Exhibit 10, that represents

an isopach, you say. of the Onondaga?
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A The Onondaga to the top of the Oriskany.
The top of the Onondaga to the top of the Oriskany. So,
it's the entire gross Onondaga.

Q Now, when you're saying Onondaga
interval, does that include the Huntersville or is this
purely all Onondaga?

A It would include the Huntersville, yes.

Q Do you know, specifically, the average
thickness of the Onondaga itself and the average thickness
of the Huntersville within these areas?

A No. I know from looking at some mud logs
from this area that there is, sure, within what I call the
Onondaga interval. Now, as far as I know, there's no
Huntersville production in this area, either. But there is
certainly present in the Onondaga and Oriskany.

Q In your background, did you look at any
of the inherent structure over the area? I mean, are you
in an area that is highly fractured? Are we potentially
looking at any fracturing within the -- within the area
that you've encompassed here?

A I think I mentioned earlier that this
area, you know, the Rhome trough goes through, which is a

basement feature, and it's formed by, you know, multiple
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faults and there has been movement through time of these
faults. Everything that I looked at, you know, I could not
find any -- of these 25 wells that I looked at in the
Onondaga interval, you know, I could not find what I would
call productive zone.

Q Even with what you broached as
reactivation, you still haven't seen anything that led you
to believe there was any productive intervals?

A You know, one well that I did have a mud
1og on had some small shows in there, but, you know, it was
not completed.

Q [t wasn't complete, but it was -- so,
therefore, it was not determined whether or not it was
productive, you know, commercially productive?

A Correct.

Q Do you know who the operator of that
particular well was?

A Yeah, it was one of the Exxon deep wells

that Columbia Transmission participated in.

Q And has it subsequently been plugged and
abandoned, are you aware?

A Yes.

Q Okay. Any of the existing wells that
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you've identified here that are in the green, I think you
said that you believe that approximately 10 belong to
Chesapeake?

A Yeah, that's just a guess. Yeah. We
have been active, you know, through time and doing some
deep walls on these Rhome trough type structures. I would
say 10 is a good number.

Q Of those, or of this group of wells, how
many are still currently producing or active wells? Do you
know?

A Well, the wells that cluster up in Wayne
County, is a big six field. So, those are still

producing, but they don't produce out of the Onondaga.

Q Okay.

A Most of the ones elsewhere have been
plugged.

Q Have been plugged?

A Plugged or, let's say. plugged in the
deeper formations with that possibly producing shallower
formations.

Q So, they've potentially recompleted some

of these wells, if not all of them. Is that what you're

saying?
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A Some of them, yes.
Q One of my concerns with this area in

Wayne County, those being big six productions which are on
the boundary or very close to the boundary of your
potential development, those are typically sour producing
gas wells. Are you aware of any others in the areas that
might have contaminated the shallow earth formations in the
Oriskany or Onondaga that might Tead to HZ2S production in
these areas?

A [ can't specifically point out which
well. You know, it is a possibility of encountering H2S
gas when you penetrate the Onondaga.

Q And from your isopach, the Oriskany,
let's call it -- the shale on which you penetrate the
Oriskany would be somewhere around 100 to 110 feet?

A Correct.

Q Okay. And those areas are identified in
the central part of contact between Wayne and Lincoln
counties?

A Correct.

COMMISSIONER LAY: Okay. That's all the
questions I have. Anybody else?

MR. MOFFATT: I've got one follow-up question,
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it I may.

COMMISSIONER LAY: Okay.

MR. MOFFATT: T think it follows up to what Mr.
Martin was asking.

EXAMINATION

BY MR. MOFFATT (Resuming):

Q Mr. Rothman, if you look at the Marcellus
shale formation in the area requested for special field
rules, is it fair to say that you could treat that area as
a single gas field from a geological standpoint?

A Yes. The Marcellus is very similar in
this area as far as the composition in mineralology. The
thickness that we've seen so far goes from about slightly
less than 20 feet in the southwest portion to about 35 feet
in the north. The rocks are very similar.

MR. MOFFATT: Thank you. I don't have any
further questions.

COMMISSIONER LAY: You can call your next
witness.

BY MR. MOFFATT: The next witness is Rob
Schindler.

COMMISSIONER LAY: Will the court reporter

please swear the witness?
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(Witness sworn.)
THEREUPON came,
ROB SCHINDLER
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:
Q Mr. Schindler, would you please state

your name for the record?

A Rob Schindler.

Q And by whom are you employed?

A Chesapeake Appalachia, LLC.

Q And what is your position at Chesapeake?
A Senior drilling engineer.

Q And please describe for the Commission
some of your job duties and responsibilities as a senior
drilling engineer. |

A I'm responsible for drilling and
completing wells in our southeast district.

Q In that capacity, you have experience
with wells drilled to the Marcellus formation?

A Yes, I do.

Q And you heard today that if the Marcellus
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well -- if a Marcellus well is drilled as a shallow well,
there is a limitation of being able to only drill about 20
feet into the Onondaga. As a drilling engineer from an
operational standpoint, does that create any problems for
you?

A Yes, it does.

Q Could you please describe for the
Commission some of the problems you face because of the
dri]]ing limitation?

A Yes. I'l1 just reiterate a couple of
things, but I want to go in chronology order. So, starting
with what Ed touched on, that it is difficult to drill, you
know, exactly 20 feet or something just less than that so
we can get as much space as we can, and Ed talked about the
1ogging issues.

[ know that Barry made a comment earlier
that it is possible. Yes, it is possible to drill these
wells. Obviously, we, along with other operators have been
doing that. It does create some difficulties, and then
getting on -- once we're done logging, it's difficult to
set that pipe precisely where you need it. Obviously, it
has to be in that 20 foot interval somewhere to be able to

perforate the Marcellus.
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You've got a couple of different
measurements. One is a driller's TD. One is a logger's
TD. Typically, there's some discrepancy between those two
and then when you're going into major casing, which one am
I going to set the pipe line.

So, what we have to do is tag bottom with
the casing, the production casing, to ensure that we are at
bottom with that casing.

That creates the problem of 1): you
might plug the end of that casing, creating a cementing
problem, and you also have to spend the extra time and
money to space out with pop joints at the surface to be
able to set that pipe exactly where you want it in that 20
foot interval below the base of the Marcellus.

Then next becomes the cementing issue.
Like I said, since there's a possibility of plugging the
bottom of the casing when you tag bottom, what we do is we
perforate, run a short coupling on bottom and perforate
that to elleve the potential plugging issue. If you did
plug, obviously, that leaves your pipe full of cement.

S0, we perforate that joint and what
that's doing is causing a problem with the cement bond

around the bottom of the casing.
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It will be preferential to Teave a longer
and solid joint below that so that if there's any bypassing
of either displacement water passing the plug or some air
that entered the system while you're washing up for your
change from cement to water, then that 40 foot solid joint
below where the rubber plug lands allow for some space for
that contaminated cement to be instead of it actually
turning the corner, when it's going to turn the corner
right below that plug in the slotted joint the way we're
currently having to operate on these Marcellus wells.

And then after the cementing, the same
problems that Ed has, although it's not as large of an
issue, but getting that bond log right on the bottom and
then being able to swab that water off 100 percent., because
you're talking about perforating within a few feet of
bottom. If you leave any water, or oftentimes it's going
to be a little bit of what we call a little bit of gray
water. It just follows the cement down through to four to
five thousand feet.

Whereas if we had just a Tittle bit of
extra space for that fluid to fall down into, it’s a lot
cleaner. And then when you get to the production of the

well, if you're going to run, you leave it some distance up

3
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above the bottom of the hole, because as basic cement fine
sands are inherent, and then it will fill up the process
perforation and the gas would still be able to --

Q -- the entire Marcellus formation or
zone, you are going to leave recoverable reserves in place?

A Potentially.

Q If Chesapeake had the ability to drill 75
feet into the Onondaga, would that alleviate the problems
you just described?

A Yes, it would.

Q Typically, with a deep well, there's a
requirement that you prepare and file a site and safety
plan. Are you familiar with that requirement?

A Yes, I am.

Q And as a part of this request for special
field rules, Chesapeake is asking that the Commission waive
that requirement; is that correct?

A That's correct.

Q And what's the basis for that request;
that they waive the requirement for site and safety plan?

A Well, as Mr. Rothman stated, we're asking

for an extra 55 feet that's penetrating an unproductive

Onondaga, leaving the only question or concern of safety
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being HZ2S, which has been raised by Mr. Lay, and we are
aware of that, and it would be our intention in all of
these wells to have HZ2S monitoring equipment on location
when we penetrate in the Onondaga. And by doing that, it
would appear to alleviate any questions or concerns that
would be addressed in a site seeing plan.

MR. MOFFATT: I have no more questions for Mr.
Schindler,

COMMISSIONER LAY: Cross from anyone?

(No response.)

COMMISSIONER LAY: I don't believe I have,
either. You addressed the safety issue I was concerned
about. Call your next witness.

MR. MOFFATT: The next witness is Jeff Cable.

(Witness sworn.)
THEREUPON came,
JEFF CABLE
appearing as a witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAMINATION
BY MR. MOFFATT:

Q Mr. Cable, would you please state your

name for the record?

44
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A Jeff Cable.
Q And by whom are you employed?
A Chesapeake Appalachia.
Q In what capacity?
A Senior reservoir engineer.

Q As a senior reservoir engineer, what are
your job duties?

A Perform reserve analysis and evaluation
for wells in the southeastern district.

Q Does that include the area encompassed by
Chesapeake's request here today?

A Yes, it does.

Q Are you familiar with the request made by
Chesapeake for special field rules?

A Yes.

Q And do you have experience with wells
drilled to the Marcellus formation?

A Yes, I do.

Q Is it correct to say that this is a
relatively new play?

A It's a new play for Chespeake. We've
drilled so far 75 wells in this area and completed the

Marcellus.
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Q What is Chesapeake's current spacing
practice with regard to these Marcellus formation wells?

A Currently, we're drilling on 1,500 foot
spacing, which is about 40 acre spacing. So far from these
75 wells drilled to date, we don't have any evidence of
interference between the wells.

Q Now, since this is considered -- or since
a Marcellus formation well which is drilled 75 feet into
the Onondaga is considered a deep well, it would be subject
to the deep well spacing requirements, which are 3,000 feet
between wells and then 400 feet off the lease unit, the
leaser unit boundary line.

In your opinion, would it be prudent to
develop Marcellus formation wells based upon that spacing?

A No, it would not.

Q For purposes of Chesapeake's request for
special field rules, you're asking the Commission for
spacing of 1,000 feet between wells and 50 feet on lease of
inner-boundary line. What's the basis for that request?

A It would allow us flexibility for
topography issues, coal owner/surface owner issues, and
also we have a lot of existing wells in the area that we

would be drilling deeper -- potentially drilling deeper to
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the Marcellus.

Q As you drill more Marcellus wells, is it
possible -- will you obtain new information which may lead
you to space these wells closer than 1,500 feet?

A Potentially.

MR. MOFFATT: I have no further questions for
Mr. Cable.

COMMISSIONER LAY: Any cross?

COMMISSIONER RADABAUGH: 1I've got a question.
I['ma Tittle confused here.

EXAMINATION

BY COMMISSIONER RADABAUGH:

Q On the request, you request spacing to be
a 1,000 feet, or a variance of 1,000 feet. Earlier, we had
talked about when some studies had been done a few years
ago, you had done your estimates on 1,500 foot spacing,
when you came up with 1,700 potential well sites in the
future. Has Chesapeake's view of the spacing that they
need changed for some reason between the 1,500 feet that
you was working off of a few years ago and 1,000 feet now
that you're looking at?

A Well, the 1,500 is our current practice

and while we try to maintain that, we can't always get
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1,500 feet on all sides. So, we picked 1,000 feet as a
number. We didn't know if it would be 14, 13, 1,200 feet.
So, we picked 1,000 feet to accommodate that flexibility.

And, also, these existing wells that will
be drilled deeper, some of them are within 1,500 foot
spacing.

Q Okay. So, basically, what you're asking
for is to have a minimum of 1,000 feet, but it doesn't mean
that all of your wells are going to be on a 1,000 foot
spacing?

A That's correct.

COMMISSIONER RADABAUGH: Okay.

COMMISSIONER LAY: Other crosses?

EXAMINATION

BY MR. TAWNEY:

Q [ was kind of wondering where you got
that 1,000. You just kind of picked a number for the
1,0007

A It's arbitrary. We don't plan right now
on going down to 1,000 foot spacing, but there could be
occasions where we could get crowded on one side. If I
picked 1,500, then we would have to come in and get a

spacing exception if it was closer to 1,500.
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MR. TAWNEY: I'm following your reasoning.

MR. PRESERVATI: 1I've got a couple of questions,
if I can.

EXAMINATION

BY MR. PRESERVATI:

Q Earlier you said it wasn't prudent to
space these wells out at 3,000 feet. So, what do you mean
by it's not prudent?

A We would be leaving recoverable reserves
in place if we spaced them at 3,000 feet.

Q And what about at 2,000 feet? Would you
be able to recover some of that reserve you wouldn’'t be
able to at the 3,000 foot spacing?

A It's possible, but I believe that we
would still, at 2,000 feet, we could still be leaving
reserves behind.

Q And is that based on reserve study?
What's that based upon?

A Basically, what we've seen so far in
completing these wells, you know, we're on 1,500 foot
spacing. We have not seen any communication between wells
suggesting that the drainage area would be greater than
1,500 feet.
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Q Do you have any of those log reports or
anything 1ike that here today showing that?

A No, I do not.

Q And so I understand, you said that you
wanted the flexibility of 1,000 feet spacing to address
potential issues, potential coal issues. topography issues:

is that correct?

A That's correct.

Q So, the request for 1,000 feet is to
address potential issues down the road?

A That's correct.

Q It's not a specific well-by-well basis of

addressing issues that exist today in regards to coal owner
topography issue?

A Not today. no.

Q As we sit here today, do you have any
documentation or any reports to show you couldn't
effectively produce the Marcellus at 2,000 foot spacing?

A I do not have documentation, no.

Q Do you have documentation elsewhere, not
here with you, but elsewhere, that would show that to be
the case?

A There's no specific reservoir study
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that's been done, but based on what we have done to date,
as far as completion, we have not seen evidence where the
drainage area would be draining 1.500 feet.

MR. PRESERVATI: No other questions. Thank you.

COMMISSIONER LAY: Anyone else? The only
question I really have, I just want to make note that your
current policy is 1,500 foot spacing on center. 1Is that
from the existing wells that are already there in shallow
formations or is that what you use between what you are
considering here on the Onondaga or Marcellus test zone?

THE WITNESS: It's two existing wells, but in
certain instances, we will go closer than 1,500 if it's --
if we're close to a well that's completed in shallower
formation, Barrera and Engine Line. But the shales, we try
to stay 1,500 feet, typically.

COMMISSIONER LAY: Okay. I think that was the
only question I had.

MR. MOFFATT: That's our last witness. Okay.

(Break taken.)

COMMISSIONER LAY: Who would Tike to be first?

MR. MCMAHON: My name is David McMahon. I'm a
lawyer representing --

MR. TAWNEY: Your Honor, before we proceed with




O O ~N O O M~ W N

[ S T 2 T 2 T O T R e S e R S R R T e e
W NN Pk o W 00O ~N O O b WO N = O

Hearing 5-17-07 52

David's statement, earlier he indicated that he represented
simply Tandowners or surface owners. I'd like to get on
the record precisely who he's representing today.

MR. MCMAHON: Well, I'm employed 30 percent of
the time by an organization called Mountain State Justice,
which I generally do represent surface owners. I've
written books, et cetera. He raised a question today and
['11 confess that I did not get specific authorization. I
have general authorization to do that rather than specific
authorization for this. So, I will appear now representing
just myself, as a member of the public, but as a lawyer,
who by profession represents low income surface owners.

COMMISSIONER LAY: Very good.

MR. TAWNEY: Thank you.

MR. MOFFATT: I have one question. Do you own
surface property within the area encompassed by
Chesapeake's request for special field rules?

MR. MCMAHON: Are you talking Loudon Dale? 1
1ive in Loudon Dale. I own property in Loudon Dale, which
is a subdivision of and a magistrate district of Kanawha
County.

MR. TAWNEY: Okay. For the record, I don't

believe that that area is included within the area
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requested for special field rules.

COMMISSIONER LAY: Your comments are noted. Mr.
McMahon, if you would Tike to proceed with your --

MR. MCMAHON: I'm David McMahon. I'm a lawyer.
By profession, I'm the lawyer for low income people and
have written a book on surface owner's rights and I know
the area.

[ appear 1in support of the general
proposition for special field rules in this matter. I do
not have particular evidence regarding what the spacing
should be, but I appear because the presumption behind the
spacing is that these wells in the Marcellus formation will
be declared -- are deep wells and will be treated by this
Commission to be deep wells, which I think they should be.
That will allow force pooling unitization which would Timit
the number of wells drilled on surface owners. Full
unitization is good for everyone, but the people that get
paid by the well, I've always thought fewer wells on
surface owners. The mineral owners will have fewer costs
in getting the minerals out because of fewer wells. The
reservoir pressure will not be wasted in getting out gas
from more wells than are necessary. Environmentally,

there's less risk with less wells.




W 0O ~N O OB ow N

T NG T G T N T e S e R S R e R T e e e e
W Nk, o W O N Yy O BAWwWoN e O

Hearing 5-17-07 54

In addition, I should have mentioned
earlier at the pre-con that, of course, there is also a
surface owners' right to consent on certain, though not
many, of the deep wells.

I support the Commission's definition of
interpretation of the rules that these are deep wells. 1
think there's a good public policy to have pooling
unitization for as many wells as possible. From my
knowledge of the history, the only distinction between deep
wells and shallow wells for this purpose was a political

compromise over whether pooling unitization shall reach the

shallow wells, to wells that are drilled to shallower

formations.
[ appreciate the Commission hearing my
comments.

COMMISSIONER LAY: Thank you. Next.

MR. GOTTLIEB: I'm Richard Gottlieb here on
behalf of Penn Virginia 0il and Gas. Mr. Chairman, we
submitted comments dated May 4th, 2007 that reflected Penn
Virginia's position which is that it supports Chesapeake's
need to drill down the 75 foot for purposes of fully
developing this Marcellus shale formation.

Penn Virginia challenges and the only
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thing it challenges here is this Commission's ability to
grant the spacing request that Chesapeake has made here
today. That objection is based on two things.

One is the statute itself, as explained
in the letter, that we believe that the clear intent of the
Legislature is to not have these type of special peer rules
for spacing in this rather large area permitted by this
Commission or the Shallow Gas Well Commission or anyone,
that this simply needs to be special field rules pertaining
to the more shallow shale is not permitted under the state.

And T will not belabor the discussion we
had earlier about the rules of statutory construction and
why we believe our interpretation is correct and this
Commission's prior interpretation is incorrect.

The other observation I would make is
that Mr. Rothman discussed the 1,800 potential wells in
this area. I believe that there is a concern with
entities, such as Penn Virginia, or Equitable Production,
or anyone else, that when the Commission operates in this
fashion, it's certainly not clear from the face of the
application what effect it might have on the ability of
other producers that have existing rights to develop

shallow gas wells in the affected acreage.
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And notwithstanding Mr. McMahon's
personal plea in favor of spacing, pooling, and a lot of
that’s in the interest of surface owners, the fact is our
Supreme Court has recognized that producers with valid
leases also have rights.

The Taw of capture as reflected in the
Supreme Court case that I cited in my letter recognizes
that with respect to shallow formations, the law of capture
still applies. I don't believe the Legislature intended to
do away with that law of capture; in fact, to the contrary.
I think it's made very clear what the Legislature's intent
was that with respect to shale formation, that would not
have the special fields and the regulations were written in
accordance with that legislative intent.

In summary, we oppose for both legal
reasons. And it's certainly not clear that pooling, forced
pooling or otherwise will truly protect the other
producer's rights in these respected fields to the extent
that they want to go in and drill other wells within this
acreage. I don't believe that this Commission should Timit
the rights of these other producers if it doesn't have the
clear statutory authority to do so. Thank you.

COMMISSIONER LAY: Next.
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MR. PRESERVATI: 1I'11 go ahead and start. Thank
you, Mr. Chairman. I'm Nick Preservati on behalf of
Pocahontas Land Corporation and Argas Energy, both of which
are coal owners and operators within the area affected
within the application by Chesapeake. I'11 reiterate
several of the objections made in our correspondence to the
Board yesterday.

One being, echoing Mr. Gottlieb’s
comments, that we believe this Board, this Commission, 1is
actually without jurisdiction to hear this application.

I believe the Commission is 1imited to
only addressing issues related to deep wells, not shallow
wells. QOur position is, in order to be a deep well, it
must be drilled and completed in the Onondaga. The wells
subject to this application are not and that was stated,
simply on the face of the application by Chesapeake, that
they would not be going into and completing in the
Onondaga .

For that reason, we believe that the
Commission is without jurisdiction to hear this. It should
deny the application and it should be taking up spacing
issues with the Shallow Gas Well Review Board.

That leads to my second objection based
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upon due process. If the coal operators and coal owners
are being denied their ability to object on spacing
requirements, for what is, in essence, shallow wells, under
the shallow gas well statute, 22C-8-A, we have the ability
to object to any well within 2,000 feet of another well and
the operator has to show need for that specific well to go
under the 2,000 foot limitation.

That provision also prohibits any wells
under 1,500 feet spacing of another well. We believe that
these are shallow wells and those provisions should be
applied to the special field rules in this case.

We're not talking about one well and one
spacing application here on a case-by-case basis. They're
asking this Board to deny or grant spacing approximately
1,000 feet for 1,800 wells. That's a significant impact on
coal operations within this area of my clients, basically
by allowing them to go under the 2,000 feet and 1,500 feet,
stripping the coal owners and operators of their ability to
protect their reserves and ensure that there's adequate
spacing to allow them to access their resources.

Therefore, again, we're asking that the
requirements of 22C-8-8A be incorporated by this Commission

in the application, or in the order granting special field
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rules, that the Commission does grant the application.

Again, just for the record, we will also
object on the issue of the notice, the denial of due
process by trying to change distance limitations of the
shallow wells through this proceeding and again denying the
coal operators and owners of specific individual access by
certified mail to which they are entitled as a matter of
law under the shallow gas well regulatory framework.

They have not had the opportunity to have
the application and to review it in opportunity to protect
their rights as would be required under the shallow gas
well statutes.

We also object to any other operators
trying to piggyback onto this request due to subsequent
procedure of due process of lack of notice. The notice
provided by Chesapeake was Timited specifically to
Chesapeake, no other operators did appropriate notice with
the legal advertisements, et cetera. People reviewing

those notices in the paper would see it Timited to

Chesapeake. When you're considering lease lines, et

cetera, within that area, other coal operators or owners
might look at that and say “Chesapeake's not on us. We're

not affected by this. They don't have a lease on us. It's
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not an issue.” The scope of it increases significantly
when you add other operators and special field rules. So,
we object on that ground as well.

And lastly, we request that the Board
require a placement of H2S monitors as part of the special
field rule. Thank you.

COMMISSIONER LAY: Next.

MR. SULLIVAN: Ben Sullivan, on behalf of
Equitable Production Company. Just wanted to state that we
don't have any specific objections to Chesapeake's
application here today, although we do feel that there was
no due process to Equitable or any other producers in the
area that our wells, be they shallow or deep, will be
affected. The notice states on its face that only
Chesapeake's wells are going to be affected by these
special field rules.

I do understand that the special field
rule regulations enacted do specifically -- not
specifically, but typically address certain fields rather
than only certain producers in those fields.

In Tight of the special field rule that
it was very similar to this application of Chesapeake's

that was granted to Eastern American, which only did apply
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to Eastern American - it did not apply to any other wells
or any other producers in that field - we would object to
our wells or our drilling plans being impacted in any way
whatsoever by this special field or application for due
process notification reasons. That's really all I have to
say to that.

MR. KEIM: Jeffrey Keim, Cabot 0il and Gas.
Cabot has no objection to Chesapeake's request for special
field rules. If the Board so finds to have the order
granting special field rules to Chesapeake, whether in
whole or in part, in contrary to its previous written
request, we wish that these rules not apply to our leases.

COMMISSIONER LAY: Other?

MR. HELDMAN: Roger Heldman with East Resources.
Mr. Rothman's and Mr. Schindler's testimony we've seen
exactly the same problems. We drilled one Marcellus
ourselves and that's the exact same problems. We agree
with them and I think we would ask that it would apply to
other operating wells. That's probably the path that we
would take to try to develop --

COMMISSIONER MARTIN: Let me back up to Cabot.
At the end of your statement, did you say that you wanted

this to apply to other operators or did not want this to
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apply to operators?

MR. KEIM: We do not want it to apply to Cabot,
do not. |

- COMMISSIONER MARTIN: You do not want it to

apply to Cabot. Okay. Thank you.

COMMISSIONER LAY: Other? Mr. Tawney.

MR. TAWNEY: Your Honor, my name is Kenneth
Tawney here on behalf of Petro Edge Group, Petro Edge
Resources,. WV, LLC, North Star Energy Corporation, and
Trans Energy Corporation.

Petro Ed has filed and North Star and
Trans Energy are now joining in the initial protest that
was filed in writing. I won't try to reiterate everything
that's written there, but simply note that we also object
to the Commission's interpretation of whether this is a
deep well or a shallow well, and we believe that they are
more appropriately considered to be shallow wells.

Beyond that, reserving that Tegal
argument, we would support Chesapeake's request for special
field rules to be applied to this area. We agree with all
of the evidence that's come in today that outlines the
reasons for why it is necessary to drill 75 feet into the

Onondaga and the reasons why 3,000 foot spacing would be
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inappropriate.

We agreed with Penn Virginia that the
better approach would be to simply apply no spacing
requirement at all to these wells, but if the Commission
sees fit to apply any spacing limitation to their request,
then 1,000 should not be -- it should not be anymore than
1,000 feet.

Petro Ed, North Star, and Trans Energy
would ask that any acreage that they have or in the future
acquire in this area be included within the special field
rules that is issued in this proceeding.

COMMISSIONER LAY: Any other?

MR. PRESERVATI: I just wanted to make sure I
clarify one of my objections earlier. On the piggybacking
of the other operators, I want to make clear for the record
that our object is; 1) we don't believe the other operators
are legally allowed to piggyback on this application.

And if the Board so finds, we also object
on the notice, even if they are allowed, the notice was
improper in this instance to allow others to do it. So, I
just want to clarify that on the record.

COMMISSIONER LAY: I understand. Any other?

MR. CUNNINGHAM: Can I just ask a question? Is
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that appropriate?

COMMISSIONER LAY: It depends on what your --
let's hear your question and then we'll determine whether
you can ask it or not. How's that?

MR. CUNNINGHAM: Greg Cunningham with Dominion
E & P. Are the wells, the Marcellus wells, going to be
commingled with the shallower production?

COMMISSIONER LAY: That's something that we did
not take testimony on. These are treated purely as -- in
this particular case, I think it's really irrelevant
whether they're commingled or not, because our purpose for
this meeting is because they're going 75 feet into the --
or proposing to go 75 feet into the Onondaga, not because
they're Marcellus or Barrera, Big Engine, whatever.

MR. CUNNINGHAM:  The reason of my question is
the spacing pooled issue. That's okay.

MR. TAWNEY: If I may, permit me to clarify one
position for Petro Ed and for North Star and Trans Energy.
Yes, if there is any spacing room greater than 1,000 feet,
then they will not want to open their acreage into special
field rules.

(Break taken.)
COMMISSIONER LAY: At this point, after a modest
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amount of deliberation, the Commission has decided that we
will not render a decision today. We will --

MR. SULLIVAN: Surprise, surprise.

COMMISSIONER LAY: We've got several issues that
we are 1ooking at, and we will wait for transcripts. We
will evaluate the evidence again, along with the
Commission's counsel and address all of the objections and
comments during that deliberation and let you know at that
time.

I'm going to go ahead and close the
record, because we're not going to take any additional
evidence. We are going to deliberate. So, we'll close the
record and at such time as we make a decision, we will
notice the parties and we will probably ask for draft
orders from all interested parties who wish to participate
in the process. Anything else that I've forgotten? We'll
close the record. Thank you.

(WHEREUPON, the hearing was concluded.)
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STATE OF WEST VIRGINIA
COUNTY OF KANAWHA, to-wit:

[, the undersigned, Pamela I. Wood, do
hereby certify that the foregoing is, to the best of my
skill and ability, a true and accurate transcript of all
the testimony as set forth in the caption hereto.

Given under my hand this 17th day of May,
2007. My commission expires May 6, 2017.
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Oil & Gas Conservation Commission Email: kmoffatt@chkenergy.com
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Charleston, WV 25304

Re: Special Field Rules

Dear Ms. Raines:

Pursuant to West Virginia Code §22C-9 and the Title 39, Series One, Rules of the
Commission, Chesapeake Appalachia, L.L.C. (“Chesapeake”) hereby requests a
hearing before the Oil & Gas Conservation Commission (“Commissicn”) for the
establishment of Special Field Rules. This request is based upon the following facts
and circumstances.

Chesapeake is active in drilling wells to the Marcellus Shale formation in portions of
Lincoln, Logan, Boone, Mingo and Kanawha Counties, West Virginia. The Marceilus
Shale sits directly above the Onondaga Limestone. In West Virginia, pursuant to West
Virginia Code §22C-9-2(12), a deep well is defined as any well, other than a shallow
well, drilled and completed in a formation at or below the top of the uppermost member
of the Onondaga Group. The definition of a shallow well pursuant to West Virginia
Code §22C-9-2(11) is any well drilled and completed in a formation above the top of the
uppermost member of the “Onondaga Group”: Provided, that in drilling a shaliow well
the operator may penetrate into the “Onondaga Group” to a reasonable depth, not to
exceed twenty feet, in order to allow for logging and completion operations, but in no
event may the “Onondaga Group” formation be otherwise produced, perforated or
stimulated in any manner.

By virtue of the twenty (20) foot drilling limitation in the Onondaga Group, Chesapeake
is not able to completely evaluate, treat and stimulate the entire section of the Marcelius
Shale. Accordingly, in the area shown on the attached map, Chesapeake wishes to drill
wells to a total depth not to exceed seventy-five (75) feet into the Onondaga Limestone.
Chesapeake has no intention to produce, perforate or stimulate the Onondaga in any
manner at the present time. The purpose for drilling seventy-five (75) feet into the _ ‘
Onondaga is to allow sufficient rat-hole for logging and completion of the Marcellus |
Shale. Although the Marceilus Shale is a shallow formation, Chesapeake is required to
apply for a deep well permit by virtue of the above definitions. In order to avoid Ieavmg
natural gas reserves in place, it is not prudent to develop the Marcellus Sha
Chesapeake Energy Corporation - Eastern Division

900 Pennsylvania Ave Charleston, WV 25302 « P.O. Box 6070 * Charleston, WV 25362-0070
304.353.5000 - fax 304.353.5231
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Ms. Cindy Raines
April 13, 2007
Page 2

utilizing the required deep well spacing of 3000 feet between wells and 400 feet from
the lease line or unit boundary. Therefore, Chesapeake is requesting Special Field
Rules establishing 1000 foot spacing between wells, and providing that each well be
located not less than 50 feet from the lease line or unit boundary. The Special Field
Rules would apply to those wells drilled by Chesapeake to a total depth not to exceed
seventy-five (75) feet into the Onondaga Limestone. Chesapeake would agree not to
produce, perforate, frac or otherwise stimulate the Onondaga Group, unless and until it
obtained a further Order from the Commission. In addition, with regard to deep well
permits for Marcellus Shale wells in the subject area, Chesapeake requests that the
Special Fieid Rules provide that Chesapeake would not have to conduct a pre-spud(
meeting prior to commencing drilling operations or prepare and submit a well site safety
plan for each such deep well.

As you know, the public policy of this State is to foster, encourage and promote
exploration for the development, production, utilization and conservation of oil and gas
resources. The Commission is charged with the obligation to prohibit waste of oil and
gas resources and encourage the maximum recovery of same. Chesapeake’s request
for Special Field Rules is consistent with this public policy because it will permit
Chesapeake to efficiently and adequately explore, stimulate, treat and produce the
Marcellus Shale.

Chesapeake realizes that a notice of a pre-hearing conference to the Commission and
affected operators is required pursuant to the West Virginia Code of State Reguiatior:s,
Title 39, Series 1 section 6.1. Chesapeake will provide this notice to the Commission
after it receives notice that a hearing date has been set. Since Chesapeake does not
anticipate any opposition to its request for Special Field Rules, Chesapeake requests
that the Commission schedule the pre-hearing conference and hearing on the same
day.

Thank you for your consideration of this matter. If you have any questions, please feel
free to call me at the above number or Brett Loflin at 391-56518.

Sincerely,

/Q,an E M,WX
Keith E. Moffatt

Attachment

cc:  Brett Loflin — Chesapeake Appalachia, L.L.C.
Eddy Grey — Chesapeake Appalachia, L.L.C.

Wi\Tinki\Letters\Raines.SpecialFieldRules.4.10.07.doc
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Operators to whom Notice of Pre-hearing Conference was sent.

ADKINS, FRANKLIN

ALLEN & JESSIE GAS WELLS INC
ALLIANCE RESOURCES INC
BARTRAM, | DAVID

BASE PETROLEUM, INC.

BATES, OTTELIA

BEVINS, EARL C.

BIG C PRODUCTION & PROCESSING INC
BILL & JESSIE INC

BLAZER ENERGY CORP.

BOONE EAST DEVELOPMENT

BOYD O & GINC.

BRADY RESOURCES, INC.

BRADY RESOURCES, INC.

BREWER NATURAL GAS, LLC

CABOT OIL & GAS CORPORATION
CALVERT COMPANY

CAMERON GAS COMPANY
CAMERON OIL & GAS COMPANY
CLASSIC OIL & GAS RESOURCES INC
CLASSIC OIL & GAS RESOURCES INC
CRUM, MV GAS PARTNERS

D & P GAS COMPANY INC

DAVIS, MICHAEL

DEEP FORD GAS COMPANY
DOMINION EXPLORATION & PRODUCTION INC
DRIOC ACQUISITIONS LLC

EAST RESOURCES, INC.

EASTERN AMERICAN ENERGY CORP
EMAX OIL COMPANY

ENERVEST OPERATING L. L. C.
EQUITABLE PRODUCTION COMPANY
FREEDOM OIL & GAS INC

GAS SUPPLY CORP

GEOEX, INC.

GIBRALTAR GAS, INC.

GILBERT EXPLORATION COMPANY INC
GUYAN GAS PRODUCERS, INC.
HOUSTON EXPLORATION COMPANY
HUNTINGTON OKLAHOMA OIL CO
JM L OIL & GAS COMPANY
JACKSON RESOURCES CO

K & R OPERATING CO.

KINZER, J. W.

KIRTLEY, RALPH

KV OIL & GAS, INC.

LINN OPERATING, INC

M & M OIL AND GAS DEVELOPMENT CO INC
MAHUE CONSTRUCTION COMPANY
MALCOLM, D C INC

Exﬁfsw e

-
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MARTIN-STOWERS

MILLS DRILLING CO INC

MOUNTAIN V OIL & GAS, INC.
MOUNTAINEER GAS SERVICES, INC.
MURVIN & MEIER OIL CO.

MYERS DRILLING COMPANY

NEW RIVER ENERGY CORPORATION
NEW RIVER ENERGY CORPORATION
NORTH COAST ENERGY EASTERN

P. D. T. DRILLING LIMITED PARTNERSHIP
PAYNE GAS CO

PENN VIRGINIA OIL AND GAS CORPORATION
PETROEDGE RESOURCES (WV), LLC
PMJ, INC.

PRIME OPERATING COMPANY

QUALITY NATURAL GAS, LLC

QUALITY NATURAL GAS, LLC

RICHNER, C. E.

ROSS & WHARTON GAS CO INC
SHEWEY, C. F., AGENT

SIGMA CORPORATION

SIMCON OIL AND GAS CORPORATION
STOWERS ENERGY, LLC

SWEETLAND PRODUCTION CO

TEDIK LTD. PARTNERSHIP

TRIAD RESOURCES, INC.

TUG FORK DEVELOPMENT

WAYNE GAS COMPANY

WELLS, H. D. OIL & GAS EXP. & DEV. INC.
- WETZEL GAS COMPANY
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AFFIDAVIY OF PUBLICATION

' EXHIBITA

STATE OF WEST VIRGINIA - T =
COUNTY OF BOONE, to-wit: i o % § je |
‘ o oy e O
I, Angela M. Alexander-Adkins, being duly:*:*°F" .. T I % o
X VYRR B T
sworn, upon my oath, do depose and say that I am™~, __~ - ,§ v \ SR
General Manager of the corporation entitled Heartland =~ masmwsd -~ 7 % I
Publications LLC, publishers of the COAL VALLEY ‘ \ A s ‘

NEWS, that such newspaper has been published for
more than one year prior to publication of the approved
notice described below; that such newspaper is regular-
ly published weekly, for at least fifty weeks during the
calendar year, in the municipality of Madison, Boone
County, West Virginia; that such newspaper is a news-
paper of “general circulation” as that term is defined in
article three, 1931, as amended, within the publication : - -
area of the aforesaid municipality; that such newspaper

averages in length four or more pages, exclusive of any

cover per issue; that such newspaper is a newspaper to

which the general public resorts for passing events of a

political, religious, commercial and social nature and for

current happenings, announcements, miscellaneous

reading matters, advertisements and other notices;

that the annexed notice of Chesapeake Appalachia LLC - Notice of Prehearing
was duly published in the COAL VALLEY NEWS once a week for _2 successive

weeks (Class Il), commencing with the issueiof the 25th day of _April , 2007,
and ending with the issue of the 2nd day of May , 2007,
that said annexed notice was published on the following dates:
4-25.5-2 2007 |
and the cost of publishing said annexed notice as aforesaid was _$1071.00

ék@ fa %{/W b

Taken, subscribed and sworn to before me in my said county this 2nd Day of May.
My commission expires January 9, 2017.

STATE OF WEST VIRGINIA
LORETTA JOHNSON
350 CONNIE LANE
o DANVILLE, WV 25063
" My commission expires‘._lanuarl 9,2017

D LQ: Lﬁ Mm g o A OFFICIAL SEAL
/ W NOTARY PUBLIC -

Notary Public of Boone County
West Virginia
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CHARLESTON NEWSPAPERS

P.O. Box 2993
Charleston, West Virginia 25330
Billing 348-4898
Classified 348-4848 .
1-800-WVA-NEWS : B
TINVOICE DATE U5702/07
ACCOUNT NBR 073150103
SALES REP ID .- 0020
INVOICE NBR 4105 /:6001

[ ] . EXMBW““*'

CHESAPEAKE APPALACHIA LLC ' //_

LR I O R A

900 PENNSYLVANIA AVENUE |

BILLED

TO CHARLESTON wv 25302 USA _
3 | [ RECEWVED
| MAY 04 2007
ACG UNE”. YABLE

Please return this portion with your payment. AMOUNT PAID:
Make checks payable to: Charleston Newspapers

CHARLESTON NEWSPAPERS INVOICE DATE 05702707

C P.O. Box 2993 ACCOUNT NER 073150103

n Charlest()Bx?}l}’Ves‘:lr;ll;g;gxga 25330 SALES REP ID I 2 83 2
itling 348-

Classified 348-4848 INVOICE NER

1-R00-WVA-NEWS Legal pricing is based upon 63 words per column inch.
FEIN._ __.__..  Each successive insertion is discounted by 25% of the first insertion rate.

The Daily Mail is at a rate of $.14 per d, and the Charl Gazette is at a rate of $.14

5X1b50 ‘
110576001 Tinki Will 77.50 8.82 683.55 683.55
05/01 {|LEGR | GZ Bpecial Field Rules 5X1550
110576002 Tinki Will 77.50 8.82 683.55
LEGAL DISCOUNT 25% 170.89- 512.66
TOTAL INVOICE AMOUNT 1196.21
State of West Virginia, AFFIDAVIT OF PUBLICATION = SRRy SR
P OFFICIAL SEAL

NOTARY PURBLIC
STATE OF WEST ViRGINIA
LYNN R. FIELDER

/ 253 FRAZIER WAY
‘p°  SCOTTDEPOT, WV 25560

i My cgmmlaslon eﬁ?es December 11, 2016

1 VTY\@&% U}Tﬁcﬁ( OSBA of

THE CHARLESTON GAZETTE, A DAILY DEMOCRATIC NEWSPAPE}
published in the city of Charleston, Kanawha County, West Virginia, do solemnly swetsha
Special Field Rules Preh

was duly published in said paper(s) during the dates listed below, and was posted at the front d
West Virginia, on the 25TH day of APRIL 2007 | published during the fol
Subscribed and sworn to before me this day of .

Printers fee $ 1156
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Publzshers Of. The Llncoln Journal / The Weekly News Sentinel / The Lincoln Times

AFFIDAVIT OF PUBLICATION

STATE OF WEST VIRGINIA
COUNTY OF LINCOLN, to wit:

I, THOMAS A ROBINSON, Publisher, being duly sworn upon my oath do depose and say that I am proprietor
of the entitles:

The Lincoln Journal, plus our internet site www.lincolnjournal.com where your legal advertisement
appeared at no extra cost to you, that such paper has been published for more than one year prior to publication of
the annexed notice described below; that such newspaper is regularly published weekly, for at least fifty weeks
during the calendar year, the Municipality of Hamlin, Lincoln County, West Virginia; that such newspaper is
newspapers of “general circulation” as that term is defined in article three, chapter fifty-nine of the Code of West
Virginia 1931, as amended, within the publication area or areas of the aforesaid municipality and county; that
such newspapers average in length of four or more pages, exclusive of any cover, per issue; that such newspapers
is circulated to the general public at a definite price or consideration; that such newspaper is newspaper to which
the general public resorts for posting of a political, religious, commercial and social nature, and for current
happenings, announcements, miscellaneous reading matters, advertisements, and other notices; that the annexed
notice of

Notice Of Intent To Obtain General Permit Registration

was duly published in said newspapers once a week for _I week(s), commencing with the issue 25th day of
April 2007 and ending with the issue of the 25th day of April 2007 that said annexed notice was published on the
following dates: April 25, 2007

Thomas A Robinson, Publisher

Tak.en, subscribed and sworn before me in my said county this 28th day of April 2007.

" OFFICIAL SEAL
STATE OF WEST VIRGINIA
NOTARY PUBLIC :
PATTY ROBINSON

‘ /\) > o 7 PO.BOX 308 2
A WA r1atly RS . HAMLIN, WV 25523
. NSEES"  wy Commission Expires October 4, 2015

Patty Robinson, Notary Public of Lincoln County, West Virginia.
My commission expires October 4, 2015.

vv

EXHIBIT % » f

Cho

 PO.Box 308 » 328 Walnut Street « Hamlin, WV 25523
(304) 824-5101 ~ FAX (304) 824-5210 ~ E-Mail: LincolnJournal@zoominternet.net




L, Richard Osborne, publisher of THE LOGAN BANNER, a né_wspaper
published in Logan County, West Virginia, do hereby certify that the annexed
notice was published in said paper for 2 successive tlme(s) ‘on the
following date(s):

April 24th, & May 1st, 2007
Given under my hand this 3rd day of May, 2007 ‘
/ .
/4/3&/@%% ﬁ&uw\\

PUBLISHER

State of West Virginia
County of Logan, to-wit:

OFFICIAL ‘:‘rAL
NOTARY PUBLIC §

) STATE OF WEST VIRGINA (
DOTTIE J HATFIELD
i 405 Wilson Strest

Locgan, West Virginia 25601

My Cornmission Expires March 10, 2013 S NOTA]*;Y PUBLI

I QI 0 D QaF a0 Up ST Mk 0 i eI g P 4 TP 4r P D

[Cost of Publication: $624.62

COPY OF PUBLICATION

SEE ATTACHED

)_\E’a“'isﬂ‘ e




State of West Virginia, Mingo County, to-wit:

I, Gaither Perry, Publisher of Williamson Daily News, a
paper published in the County aforesaid, do affirm that
No<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>